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Intense Cold... Fierce Heat... Terrific Pressure 


—forces of nature used by UCC scientists to work for you 


HEAT SO FIERCE it makes steel boil . . . cold so intense 
it turns the very air to liquid . . . pressure so great it 
has the force of 600 hurricanes . . . space so “empty” 
that nothing could live in it. 


THESE FORCES OF NATURE are used by industry in 
making so many of the things we take for granted today. 
The electric are furnace—6,000 degrees hot—is the birth- 
place of alloying metals that go into stainless steel and 
other fine steels. Oxygen, so vital to medicine and in- 
dustry, is extracted from air made liquid when cooled 
to more than 300 degrees below zero. 


ETHYLENE GAS SQUEEZED under pressure of 15 
tons per square inch changes into polyethylene. This 
remarkable plastic is used to make such familiar things 
as unbreakable nursing bottles. squeeze-spray contain- 





ELECTROMET Alloys and Metals NATIONAL Carbons 
HAYNES STELLITE Alloys PrEstT-O-LITE Acetylene 
UNION Carbide EVEREADY Flashlights and Batteries 


UCC’s Trade-marked Products include 
ACHESON Electrodes 

Dynel Textile Fibers 
PYROFAX Gas 


ers. and transparent wrappings. Exposing natural gas 
to terrific pressures and the “nothingness” of vacuum 
have been key steps in making hundreds of new chemi- 
cals during the last 20 years. 

THESE ARE BUT A FEW examples of how industrial 
scientists such as those of Union Carbide have discov- 
ered how to use the forces of nature to create the new 
processes and products necessary to America’s progress. 
FREE: Learn how ALLoYs, CARBONS, GASES, CHEMICALS, 


and PLASTICS improve many things that you use. Ask for 
“Products and Processes” booklet. 


Unrton CARBIDE 

AND CARBON CORPORATION 

30 EAST 42ND STREET UCC) NEW YORK 17, N. Y 
In Canada: UNION CARBIDE CANADA LIMITED, Toronto 





SYNTHETIC ORGANIC CHEMICALS 
PRESTONE Anti-Freeze UNION CARBIDE Silicones 
BAKELITE, VINYLITE, and KRENE Plastics LINDE Oxygen 
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DEPENDABLE 


Experienced operators 
know CLARK 
Transmissions 
for their sim- 
plicity, .com- 
pact design 
and rugged 

dependability. 





BUCHANAN, MICHIGAN 
Other Plaats: Battie Creek, Jackson, Benton Harbor. 


PRODUCTS OF CLARK . . _ TRANSMISSIONS « 
TORQUE CONVERTERS + FRONT AND REAR AXLES 
* AXLE MOUSINGS + FARM EQUIPMENT UNITS . 
ELECTRIC STEEL CASTINGS + GEARS AND FORGINGS 
FORK TRUCKS + TOWING TRACTORS + POWERED 
MAND TRUCKS + ROSS STRADDLE CARRIERS . 
TRACTOR SHOVELS AND EXCAVATOR CRANES 


EQUIPMENT 








ON COMMON STOCK 


The Board of Directors of 
Consumers Power Company 
has authorized the payment of 
a quarterly dividend of 55 
cents per share on the out- 
standing Common Stock, pay- 
able February 20, 1956, to 
share owners of record 
; January 27, 1956. 
#4 DIVIDEND ON 
ee PREFERRED STOCK 
The Board of Directors also 
has authorized the payment of 
a quarterly dividend on the 
Preferred Stock as follows, 
payable April 2, 1956, to 
chare owners of record March 


SRS ee ory ys 


se geang eee oxen s 


Sk cate 


ences RG 


2, 1956: 
CLASS PER SHARE 
$4.50 $1.12 
$4.52 $1.13 
$4.16 $1.04 
\ 
| CONSUMERS POWER COMPANY # 


JACKSON, MICHIGAN : 


| Sering Outstate Michigan 
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he advent of a 
new year makes it in- i 
cumbent to look back on the events of the preceding year in order that we may have firmer ground on which 
to determine, so far as humanly possible, the shape of things to come. This is all the more important sinc¢ 
1956 is an election year which will record a political campaign, the outcome of which can have a decisive 
influence on the trend of business and securities. 


Most important last year was the Geneva Conference at which the four heads of State agreed that nucleai 
war would have to be ruled out. This laid the base for what seems destined to be a long and uneasy period of 
“competitive coexistence” between the two great power blocks, with intermittent periods of “cold war”. 


The second development of great importance was the demonstration in 1955 that the 
American economy contained within itself resources of enormous magnitude which were s0 
dynamic as to raise production and consumption in this country to the highest level ever known. 


The third development, with its great initial impact on the stock market. was the sudden illness of 
President Eisenhower, which automatically required revision of all previous estimates of the electoral outcome 
next November. Inevitably, this feeling of uncertainty on the political outlook will tend to tinge both business 
and security market conditions during the coming year. 


Under the circumstances, the business and financial world will find it necessary to adjust itself 
to the possibility that government policies on taxes, agriculture, labor, defense and foreign aid 
to affect fiscal 1957 and beyond may be radically altered in the event of an overturn of the 
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Administration in the next election. For the 1956 fiscal year the present Administration 
will probably continue to press forward with its more conservative fiscal policies. This interval 
should offer businessmen and investors sufficient time in which to revise their programs, should 
they find this called for in a period of relative uncertainty on the political front. 


Bearing in mind the conditions previously described and the potentials for change which they imply, 
t is clear that it will be more important than ever for the businessman and investor to keep abreast of the 
narch of events, both with respect to international and domestic developments. It goes without saying that 
he also owes it to himself to keep fully informed on changing conditions as they apply to specific industries 
ind securities. He should certainly at least keep abreast of company developments as they affect his personal 
holdings. 


Our articles and analyses of securities are presented in clear language. avoiding. so far as possible. the use 

f technical expressions. In addition, our tables. which are a feature of this Magazine. and not available else- 

where, are arranged in concise form so as to present the greatest amount of useful data in the briefest form. 

Most tables include such highly important data as sales, earnings and dividend per share, financial position, 

price range and yield, a sine qua non for investors. We also publish other forms of illustrative material such 
is charts, maps and diagrams. Many of these possess unique value. 


One of the most essential services performed by THE MAGAZINE OF WALL STREET is 
to afford continuity of information and counsel. During the course of the year, all important 
developments relating to specific companies are covered, together with our analyses, as often as 
required so that subscribers may thereby obtain a complete picture, to accord with changing 
conditions. Thus, subscribers are enabled to keep fully abreast of developments in their companies. 


To further supplement our investment service, our INQUIRY DEPARTMENT is made available to 
subscribers desiring specific advice on their security holdings. This service is open to subscribers under condi- 
tions stated at the time of subscription. 


Supplementing our complete coverage of investments, both as to general trends and individual stocks and 
onds, the subscriber, through our BUSINESS ANALYST is kept informed on basic business condit ons 
money rates, commodities, production, retail sales and other important components of the economy. 
Thus, our business readers are enabled to formulate plans that will be useful in the conduct of 
their affairs. This feature of long standing in our Magazine should prove more useful than ever 
in view of the many changes likely to occur in the trend of individual industries in the coming 
year, and which will require the constant attention of those engaged in commerce and industry. 


Each issue of The Magazine contains articles of general interest on economic and political developments. 
We make a special feature of describing the potentialities of new industries which have been 
coming to the fore in the post-war era. We are especially proud of having been in advance of 
developments in such important new industries as atomic energy, automation, electronics, new 
metals and fuels. These articles are written by specialists with intimate knowledge of the various fields. 

Supplementing these various services, our WASHINGTON DEPARTMENT, headed by one of the best 
known Washington authorities, keeps you fully informed—often well ahead of the news—on events and develop- 
ments which are likely to have a decided influence on the nation’s affairs and, also, the world’s. Significant 
regions of the world and individual countries are covered in each issue. 

In conclusion, THE MAGAZINE OF WALL STREET stands ready to assist you with dependable and 
continuous service, with the general objective of aiding you to make the most of investment opportunities 
wherever and whenever they occur, always bearing in mind that our prime interest is to aid you in the safe- 
guarding of your capital and income as well as in its upbuilding. To suggest the safest as well as the most 
profitable investment program to our subscribers remains at all times our paramount objective. 
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the Bell Telephone Laboratories invention of the 
Transistor—a tiny device that can do many things 


a vacuum tube can do and more besides! 


More and more the Transistor is 
being recognized as one of the great- 
est inventions of recent vears. It is 
truly the mighty mite of electronics. 

All of the growing uses of the 
Transistor stem from its invention at 
Bell Telephone Laboratories, an- 
nounced seven vears ago. 

This amazing amplifier was soon 
seen destined to open new doors not 
only in telephony but in many other 
fields. It is estimated that 15 million 
Transistors will be made this vear. 


One of the first uses of the ‘T'ran- 
sistor was in the new equipment that 





This is the Mighty Mite 


of Electronics 


Many good things for many people are coming from 


enables telephone users to dial over 
long distances. It is also being used 
in volume control telephones for 
those who have difficulty in hearing 
and in the new rural telephone svs- 
tem that is powered experimentally 
by electricity generated from sunlight 
through the Bell Solar Batterv. 

The Bell System, in line with its 
established policy of making all its 
inventions available to others on 
reasonable terms, has licensed some 
60 companies to make and sell ‘Tran- 
sistors, and about 700 companies who 
have the right to use these devices in 


Bell Telephone System 


a wide range of electronic equipment. 
These include makers of guided mis- 
siles and other weapons of defense, 
radios, television sets, computers, etc. 
Royalty-free use of the ‘Transistor 1s 
available to licensed U. S. manufac- 
turers of hearing aids. 





The Transistor can amplify electric 

signals up to a thousand times. “In 
| less than half a century,” said an arti 
| cle in the Reader’s Digest, ‘“‘the elec 
| tronic tube has changed the world. 
| The effect of the Transistor on our 
| lives may be equally potent.” 
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The Trend of Events 


CONGRESS CONVENES . The second session of 
84th Congress has started and no matter how earn- 


estly Congress strives to convince the nation that 
fit has its mind strictly on its legislative duties, 
politics will be its real business. This is normal for 


a national election year but the particular ab- 
mormalities in the situation created by doubts con- 
cerning President Eisenhower’s final decision as 
to his candidacy, will raise the politicing of Congress 





‘toa new dimension. 

Under the conditions, it is more than likely that 
political considerations will play an extraordinarily 
large part in important new legislation that will 
come up for action in this session. 

Both parties are concerned to attract as many 
voters as possible. To accomplish this end, they 
will tend to favor legislation that will appeal to 
the mass voting public. While the Democratic party 
traditionally has favored such a program, the 
Republican party, judged by recent abandonment 
of a conservative stance by some of its leaders, is 
not going to be slow in adopting a similar philoso- 
phy at least for the purposes of this election. Key 
issues will be involved such as taxes, natural gas 
exemption, social security, road- building, school 
nid and agriculture, among 


jectively as the situation calls for. With the 
authority of the Presidency automatically weakened 
by the illness of General Eisenhower, leadership in 
both parties is becoming too ineffectual to prevail 
against the mounting tide of political pressure on 
legislation which is about to be placed in the hopper. 
Under the circumstances, it is more than probable 
that the basic problems of debt-reduction budget- 
balancing and the attendant threats of inflation 
will receive scant attention in this Congress. 
AUTOMATION AND STRIKES... The basic factor in 
the Westinghouse strike revolves around the new 
situation in labor-management relations created 
by the rapid growth of automation. The union — 
in this case, there were two of them — wants a 
guarantee against displacement of workers, which 
they fear will come about through increasing adop- 
tion by industry of automatic mass-production 
machinery. On the other hand, the management 
wants to be free to plan operations with a view 
towards securing the maximum in economic and 
efficient production. Justly it construes the violent 
opposition of the union as a severe limitation of its 
powers to act according to the dictates of its 
judgment. 

The protracted strike at 





other domestic problems. the Westinghouse plants, 
Foreign aid and military We recommend to the attention of our which is basically over this 
#ssistance will also come up readers the analytical discussion of busi- issue, illustrates the im- 


dor review but unlike the 
Momestic arena there will 
tee be a measure of 
ipartisanship in this area 
of important public issues. 

Al! in all, it is difficult to 
believe that these vital issues 
vill be dealt with as ob- 


ness 


“What's Ahead 








trends contained in 
for 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


portance which both sides in 
the struggle attach to the 
outcome. In the estimation 
of both parties, the question 
of how this crucial problem 
is to be solved far trans- 
cends the immediate prob- 
lem of wages and hours. For 
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this reason the negotiations between the unions and 
the management have attracted national interest 
for it is realized the outcome may have a profound 
effect upon the long-term relations between labor 
and industry generally. 

The history of technological advance in produc- 
tion methods in this country shows that displace- 
ment by labor-saving devices or machinery has 
always been of comparatively temporary duration. 
Labor, displaced through these developments, has 
invariably been absorbed not only by industries 
manufacturing the new machinery but by industries 
which manufacture the new products made possible 
through more advanced means of production. 

In earlier years, each important step forward 
has invariably been greeted by labor spokesmen 
with shouts of alarm that workers would be 
permanently shut out of their jobs. This has as 
invariably proved to be a wrong estimate. Though 
the velocity of increase in automation undoubtedly 
poses new problems, there is no reason to doubt 
that they can be solved, provided labor takes a 
realistic position, acts on the basic assumption that 
nothing will stop technological progress in this 
country, and learns to adjust itself to the changed 
state of affairs. As our history has shown, labor has 
little to fear and all to gain when the nation itself 
stands to profit from fundamental improvements 
in its economy. 


HORNS OF THE DILEMMA .. . Although the State 
Department has taken a dim view of the proposal, 
Secretary of Agriculture Benson appears de- 
termined to whittle our cotton glut by cut-rate sales 
abroad. Mr. Benson is believed to favor sale of 
2 million bales of cotton or more yearly at competi- 
tive bidding from foreigners. His department esti- 
mated the 1955 cotton crop, based on December 1 
condition, at 14.6 billion bales. This whopping 
harvest spells the biggest pile-up of unwanted 
cotton (it has replaced wheat as the No. 1 surplus 
headache) in history. It’s more than enough to 
keep domestic textile mills going for the next 18 
months without growing another pound of cotton. 

If Mr. Benson goes ahead with his cotton-dumping 
program, our Latin-American neighbors probably 
will be forced to meet the competition. It will, of 
course, work a hardship for such countries as 
Mexico, Nicaragua and the cotton-producing lands 
of the Near East and Asia. 

The State Department’s opposition to bargain 
cotton sales overseas is not difficult to understand. 
For that is the hand that is helping underdeveloped 
countries, while Mr. Benson’s department might 
be regarded by cotton-exporting lands as striving 
to undermine their economy. Brazilians, Turks and 
Persians are no more confused than the American 
taxpayer, who also is burdened with the cost of 
propping up other people’s economies and paying 
farmers at home to produce what nobody wants. 
It may be that the ever-rising world production of 
commercial cotton (up in a season by 900,000 bales 
in the United States and 800,000 bales abroad) 
would be less menacing to our foreign friends if 
there were some sort of international agreement 
governing output and disposal. 

The problem, after all, is global. An indirect blow 
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at the economy of a neighbor can cause cancellation? 
of a sale negotiated by an American exporter. That? 
neighbor’s distress means loans and/or grants that” 
bear heavily on the United States exchequer énd,7 
in turn, reduces the chances for tax cuts. Thus, the 
cotton crisis is but one aspect of the woes that 
afflict the interdependence of the world econo ny, 
to which we must one day adjust ourselves. 


PROFIT MARGIN TRENDS ... The secret of record. 
breaking corporate profits last year is to be fo ind 
in capacity or near-capacity operations, based on 
maximum sales volume. This was against a frame. 
work of higher costs, to be sure, but industry vas 
able to absorb the increase in large part, through 
greater efficiency. As long as capacity operat ons 
can be maintained — unless costs should rise to 
rapidly — profit margins in the next few mo: ‘ths 
should tend to approximate those of the best per ods 
of 1955. However, the proviso is an important one 
for if there is even only a slight faltering in in. 


~~ 


dipl 
with 
sto} 


dustrial output and sales, the profit margin wi’ be the 
affected proportionately since costs will tenc to of 1 
remain relatively rigid, which in turn will —end_ bec 
to hold down any offsetting benefits through pos. con 
sible economies in operation. maj 
The interdependence of these factors is well un- of t 
derstood, of course, by businessmen, but they jp 
acquire a special meaning in view of the impact) asi 


which any reduction in capacity output and sale [py 
would have on profit margins in the period ahead. pew 

We have seen in the past year how rapidly profit” gybs 
margins expanded under the influence of capacity’ qjp) 

operations and full sales. The reverse coulc be agg, 
equally true in the event of a substantial business) jng 

decline. While this does not appear in sight at) ance 
this time, it is difficult to believe that, for the full) ¢hye. 
year ahead, average profit margins can be main- on) 
tained at the remarkably high rate of 1955. Emilita 


A CHRONIC PROBLEM .. . It seems the Attorney. Und 
General of New York will ask for stricter legisla, the ) 
tion to prevent stock frauds and to punish trans "gs 
gressors. His predecessors asked for similar |aws by th 
and obtained them, but they too, in their turn, als offens 
had little success in stamping out this evil. Othe In. 
states have preventive and punitive statutes on the S 
their books with similar negative results. alread 
From past experience, we doubt very much tha )set_ t 
the states can solve this problem on their own. Th |With 
problem is one for the Federal government ani |Pakis' 
should be the province of the FBI. Considering the prom! 
remarkable success of this high-powered organizajfrom 
tion in detection of counterfeiting and similarghan 
crimes, there is reason to believe that it would have which 
a far better record in ridding the country of stoclitively 
swindlers than has been shown by the states. IjNow t 
possesses the necessary experience in crime detec 
tion and its superb and proven apparatus is readj 









should be increased to meet the new requirements 
While we believe our proposal would help reduc#Soviet 


doubtedly other methods will occur to our readers 
In the interest of bringing about effective reforms 
it would help if investors themselves became mor 
active in demanding that all necessary steps be taken? 


In t 
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By JOHN CORDELLI 


ind 1955 SCORECARD OF U.S. DIPLOMACY 


on 
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ths ~7t must be admitted that in 1955 American 
ods diple nacy lost ground in the world-wide contest 







world, and the greater the hazard to our strategic 
and financial interests involved in the Middle East. 


one with the Kremlin; nor has this adverse trend The Baghdad Pact, which the British sponsored 
in-- stop ed with the ending of the old year. Against with our approval, and which was supposed to 
be the orbidding background of the growing might complete the defense system around the southern 
tom of t Red Empire, the Soviet challenge swiftly borders of the Soviet State, has probably done more 
end becomes more serious as their leaders employ dis- harm than good, since it has effectively divided the 
0s; conc rtingly effective tactics for support in the Arab nations with the southern group resentful of 
maj. * population areas American support for 
un-" of t » world, especially THE WISE GUYS FROM THE EAST this new alliance. Un- 
they in Asia, the Middle der these circum- 
acte East and Africa. WE BROUGHT SOME stances, the military 
sales In Europe, too, the MYRRH AND FRANKINCENSE — g value of the Pact is 
ad. new Soviet approach, WELL BRING THE lessened. 
rofit’ substituting skillful & 3, GOLD LATER ; > oy In West Germany 
cit! diplomacy for military Gi SCO , ,3 a alone, we have scored 
be aggression, is weaken- % MO Wo r a partial victory for the 
ne) ing the Western _alli- 9 ny 2 0,9 Adenauer government 
t avance. NATO itself is O's ee SUK remains firm by our 
fully threatened as the gov- KR i. SxY side and is now at long 
tall ernments cut back on a Ds He last commencing to ful- 
>military appropriations ~~, ———- fill its obligations to add 
-ney, under pressure from SK to NATO forces. But 
‘isla. the people, who are be- this gain has largely 
-ans. ing successfully seduced been offset owing to 


aws by the Soviet ‘“‘peace”’ 
also Offensive. 
yther In Southeast Asia, 
< gi the SEATO alliance is 
already a doubtful as- 
that set to the free world 
Th with the position of 
aniPakistan deeply com- 
» th promised by threats 
nizafrom India and Af- 
milamghanistan, both of 
hav which are being effec- 
stoclitively wooed by Russia. 
(Now the Pakistanis, on 
‘two fronts, face mortal 
enemies who are being 
supported diplomatical- 
y and through other 
wmeans by the giant 
Soviet Union. Notwith- 
tanding this ominous development, the State De- 
partment has not yet come up with a plan to defeat 
sithe Soviet conspiracy. 
) In the Middle East, our policy is paralyzed by 
Smaction in the dangerous Arab-Israeli struggle. 
dmittedly, the problem is most difficult but the 
onger we postpone a decision, the poorer the out- 
ook for peace in that sorely troubled part of the 
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the removal of French 
forces from NATO to 
North Africa, over 
which the French, after 
years of bad policy, 
have now only a tenu- 
ous hold. 

On the other side of 
the Pacific, Japan 
wants to remain loyal 
to the cause of the free 
world, but is commenc- 
ing to feel herself iso- 
lated. She has very ur- 
gent economic prob- 


~ < lems to deal with and 
saadits it may well be, if she 
Dowling, in the N. Y. Herald Tribune fails _to meet the n- 
; ' creasing competition of 
Western nations, that 


she may feel herself compelled to draw trade-wise 
and diplomatically closer to the Asian mainland, 
which, of course, means Red China and Soviet 
Russia. 

In one important respect, United States policy 
did secure an important victory, when President 
Eisenhower made his dramatic offer of friendship 
to the Soviets during (Please turn to page 475) 
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Security Market Trend in 1956 prem 
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As a general rule, despite exceptions, profit opportunity in the stock market figures to be gre: 
reduced in 1956, as compared with 1955. Risk has increased importantly. This prospect tren 
calls for greater emphasis on conservation of capital. Pare speculative positions without vult 
undue delay. Boost the proportion of funds employed in defensive-type securities. a 
" . Sep! 
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es the spurt in the final trad- a time when development or extension of seas naj has 


rise 
fror 


ing hours of 1955, the long bull market made no net year-end strength has been normal expectation, tar-| dee: 


progress for about three months, or since attainment 
of the September highs. Features of this period 
were: (1) sharp fall on surprise news of the Presi- 


on which the Dow industrial average about dupli- 
cated its September high, and on which rails re- 


corded a new top by a moderate margin; and (3) better year r | 
of the mild 1953-1954 business recession and the Ap) 


start of a new cycle of expansion. It has been a yood net 
year for the stock market; but less so than was 1954) ma 
during which the market went a goodly distance to-) mi! 
ward discounting—especially in the late montiis—_ bee: 
the rise in 1955 earnings and dividends. Partly be. tri 


irregular trading-range fluctuation in recent weeks. 
During the latter phase the industrial average at- 
tained a new bull-market high by an indecisive frac- 
tion, while the rail and utility lists lost some ground 
on balance. Our broad weekly index of 300 stocks has 
just barely managed to better its September high. At 
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ket performance, with the exception of the closing has 
day’s market, gives bulls no great encourageme’ t. held 

It has been a boom year, of course, for busi ess’ sta) 
dent’s heart attack; (2) a recovery into November activity; and in terms of employment, consume: in-| gue 
come and spending, construction, corporate earnings era 
and dividends. In all of these respects, it was a’ last 


* than 1954, which brought terminetion, ha 


cause of the scope of the prior rise, 425 

partly because of credit restrictions, in- Th 
cluding two boosts in margin require) 194: 
ments, and partly because of the politi-) fro 

cal uncertainty injected into the picture’ pres: 
late in September, the rate of market) 1949 
rise slowed in 1955 and the corrections ther: 


became more frequent. stil] 
value 

Some Unfavorable Comparison: tive 
8 tim: 


At this time, with 1955 stock trading” more 
a matter of history, the maximum rise) years 
since the close of 1954 has been about) ber, 
20% for the industrial average, roughly, trend 
15% for rails and less than 7% for confic 
utilities. The year’s range from low tw) SUPpC 
high was less than 26% for the indus AS us 
trial average, against approximatel) latter 
44% in 1954. For rails it was less than) indus 
22%, compared with 39% in 1954. Em} 4% a 
phasizing the lag in many secondar) 1955 | 
stocks, it was roughly 17% for our) Yields 
weekly index of 300 stocks, compare) the 1 
with about 40% in 1954. Measured by) the 1! 
volume of transactions, the genera! relatic 
public’s maximum _speculative-invest) bonds 
ment interest in this market was see) S@ntat 
prior to the Fulbright investigatior Ty} 
(which proved nothing one way or tht byte 
other), and prior to the boosts in mar)? ww 
gin requirements. Thus, as compare) a 
with early 1955 or late 1954, relativell) h sb 
more of the total demand for stocks ha) "8 > 
come from institutional and other prog 
fessional sources. 

The primary fact at the start of 19548 
is that stock prices, on average, are fay 
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rket’ 1949 and for some time = - 
ions. thereafter, stocks were 
still statistically under- Ly 
valued, with representa- WZ 
tive industrials yielding over 6°’ and selling around ceded market breaks. vo 
8 times earnings. The enthusiasm maintained without Assuming a price around 70, the indicated immi- 
ling) More than moderate interruptions for about two nent offering of Ford Motor stock will soak up some 
rise) years, from September, 1953, to late last Septem- $700 million of funds. That is over three times 
bout) ber, rested on renewed confidence in economic 1955’s average monthly absorption by equity financ- 
chy) trends and prospects, a high degree of political ing. Some of this money would have gone into 
for confidence, and during 1955, 6n the tangible listed stocks. Some of it has been or will be raised 
y te Support of sharply rising earnings and dividends. by profit taking on listed stocks. The Ford offering, 
dus AS usual, stock prices tended to run ahead of the though a temporary factor, is the first of the mar- 
rte! latter. As a result, representative prominent-type ket’s 1956 handicaps. 
thar) industrials are now priced on a yield basis around 
Em- 4% and are priced at over 12.5 times estimated Limiting Factors In 1956 
jary) 1955 earnings. The spread between stock and bond 
our, Yields is now appreciably narrower than it was at Another and more important one is uncertainty 
arel) the 1946 bull-market top, though wider than at whether President Eisenhower will decide to seek 
d bie the 1937 top and far less alarming than the 1929 re-election or not. This might be clarified by, or 
eral, Telationship which, at the extreme, saw high-grade not much beyond, mid-February. Meanwhile, it gives 
vesty bonds yielding over 50% more return than repre- many investors what they believe to be a logical 
see Sentative common stocks. reason for postponing additional purchases of com- 
atiomy Typical of an advanced market level, corporate mon stock. It also can induce some profit taking by 
* they Cduity financing has increased considerably, adding those who want to hedge against the contingency 
mar to the supply of shares and absorbing funds which that the President will withdraw, or by those who 
aredy Otherwise would” have gone into previously listed think he probably will withdraw. For a variety of 
ively Shares. Total 1955 corporate new-money financing reasons, including | implications for future tax 
5 haw has been around 30% in common stocks, against policy, the decision is bound to make a considerable 
prow under 18% in 1954. It remains far under the _ difference, for good or ill, in the level of investment 


»extreme ratio of 1929, and moderately under those 
1958 of 1946 and 1937—but note that in all three in- 
e fal stances a significant rise in equity financing pre- 
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confidence. We note some prophesies that it could 
add to, or subtract from, the potential 1956 range 
of the Dow industrial average by 50 or 75 points: 
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and we cite them here merely to illustrate our 
point, for any such “arithmetic” is, of course, sheer 
conjecture. 

Next, there is uncertainty about 1956 business 
activity, corporate earnings and dividends—and this 
is not subject to adequate clarification excepting 
over a period of some months. The consensus of 


guess-forecasts is that “‘modest” or “moderate” 
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full-year gains in all three are probable. There are 
several things to note about this: (1) Mere main. 


tenance of the present level of economic activity, § 


or even a level a little under the present one, would 
mean a “modest” or “moderate” average 1956 gain 


over 1955; (2) the consensus, therefore, does not 
envision sustained gain from the present level, «nd 
we think it is probably correct in that respect; «nd 


(3) such forecasts are always heavily conditioned 
by the environment at the time they are made 
and they involve no little margin for error. A 
year ago we had had about six months of rev val 
from the 1953-1954 recession, but much less t ian 
a full recovery. Toned down by that environm»nt, 
the forecasts for 1955 proved to be much too |v, 
The reverse could be so in the present om 
environment. 

At best, therefore, there does not appear t 
much, if any, additional stock market stimulu: 
the 1956 business picture. Hence, there is n 
psychological room for surprise on the unfavor 
side. In short, some shrinkage in business acti 
cannot now be ruled out. If so, earnings would re- 
cede in unforseeable degree from the present le’ el; 
and dividends would do well to maintain the pre: ent 
level. 

There are two definite soft spots, both of much 
importance: automobile and residential building. 
And there are some question marks. The rise in 
over-all retail sales has been virtually arrested 
since last September, the rise in installment c ebt 
has slowed and repayments are trending up. If 
continued, this would mean trouble. The rise in :ew 
orders of manufacturers has slowed, output «as 
outgained consumption and inventories have risen 
fairly sharply since August. If continued, ‘this 
would mean trouble. If continued, it would almost 
certainly induce some scale-down of previously 
planned 1956 plant and equipment outlays, which 
have heretofore been projected at a level sharply 
above those of 1955. 

Without venturing any predictions, we hold that 
the long-range outlook in this dynamic country is 
bullish, that some companies will fare well in 1/56, 
that some profit opportunities will continue to de- 
velop in 1956—but that the uncertainties heretoi ore 
cited, taken in conjunction with the relatively ad- 
vanced general level of stock prices, justify an 
attitude of cautious skepticism at this time about 
medium-term market potentials; and call for 2 
definitely conservative, highly selective investment 
policy. If you have not pared down speculative 
holdings, do so. If you do not have reasonable re- 
serves in cash or equivalent, establish them. I! 
you have not increased the proportion of youl 
funds harbored in prime bonds, sound preferred 
stocks and/or high-grade stable-dividend income 
stocks, do not delay much longer. The strategy out 
lined should make sense to prudent people. It wil 
not appeal to those who have acquired the habit 0 
thinking that an endless bull market is a rationa 
expectation. 

Such a background is conducive to “switching 
from stocks which apparently have been overplayed 
into less vulnerable situations. Hence, cross eul- 
rents in the market are likely to become much more 
prominent. In the long run, this should prove 4j 
favorable factor as it will permit the consolidaf 
tion of the market on a possibly more reali ticl 
and sounder foundation. 5 
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How Groups Compare 


&Y: he judges the market by the ‘‘averages” 
exclusively, the ordinary investor is likely to con- 


clude that in 1955 there was a broad general advance 
with only two real but temporary interruptions 
(during the Fulbright Inquiry into the stock market 
and when President Eisenhower had his heart at- 
tac! But, upon actual examination into stock 
gro’9 action in 1955, one must conclude that the 
appearance of almost consistent general market 
streogth, which the trend line for the “averages” 
ind: ates, is misleading. With reference to the ac- 
con »anying chart of group action, for example, it 
wil »be seen that of the 46 separate market groups, 
6 d clined, 5 remained even and of the balance of 
35, oly a handful scored really substantial gains 
as «ompared with their closing prices a year ago. 


In »ontrast last year, every group but one gained 


ove’ the previous year, in most cases from amounts 
ran ing from 50% to well over 100%. 

(4 the score of individual stock action, the year’s 
fin: figures showed that an even smaller proportion 
tha for the groups were able to maintain a substan- 
tia’ percentage of the gains they may have had dur- 
ing various periods of the year. Plus signs on the 
yea: -end stock table were, indeed plentiful, but were 
con: iderably fewer than a year ago and there were 
ma minus signs. Many stocks had considerable 
gai.s to their credit at one time of the year or an- 
oth: * but, subsequently, lost a goodly share of them 
and in some cases, gains were converted into losses 
by the time the year closed. 


Ii; one respect, however, stocks acted true to their 


soli’ action in recent years. That was in the case 
of the so-called “Blue Chips” which, while they hesi- 
tate from time to time, nevertheless came through 
the year with flying colors. This more-or-less con- 
sistent strength represented the continued buying 
of institutional investors and private investors, gen- 
erally of large means, who are interested mainly in 
long-term capital gains. The low yield character- 
istic of this group seemingly have been no deterrent 


to their steady accumulation by this type of investor. 


Highest-grade preferred stocks gave a_ per- 


formance of astonishing stability. Credit restric- 
tions and higher money rates had very little effect, 
contrary to what might have been expected. As a 
matter of fact, this group of preferreds acted rela- 
tively better than bonds of the same quality. Per- 
haps the reason for this excellent performance is 
to be found in the fact that over the years, high- 
grade preferred stocks have been taken out of the 
market in large quantities and are being held for 
more or less permanent investment by large scale 
investors. As a result, the amount available shrinks 
year by year and hence the group is not nearly as 
susceptible to money market conditions as formerly. 

As an illustration of price stability over a year’s 
period, we note a range of only 2 points in General 
Motors 3.75% stock; Du Pont, 1 point in the $4.50 
stock; U. S. Steel, 3 points in the $7 preferred, and 
Scott Paper, 1 point in the $4 preferred stock. 

Mention is made in connection with the bond 
article, appearing elsewhere in this issue, of the 
increasing number of flotations of convertible bonds. 
This also holds true of convertible preferred stock 
issues which have become a feature of recent cor- 
porate financing, in response to the demand for good 
stocks, in which appreciation potentials as well as 
security is stressed. This group of issues, of course, 
will fluctuate in accordance with market conditions 
and cannot be expected to show the same degree 
of stability of seasoned, high-grade issues. 

It should be clear that as we move into a year in 
which many unpredictable events may occur and 
which may have a dominant influence on the price 
of stocks for considerable periods, the type of port- 
fulio which met requirements a year ago may no 
longer be desirable. Specifically, investors may de- 
sire to increase holdings of sound bonds and pre- 
ferreds and to reduce holdings of equities, in the 
interest both of conserving profits which may have 
been established over the years and in order to place 
their over-all investments in a safer position. This, 
of course, in no way should indicate that suitable 
opportunities for appreciation may not be found 
in the coming year. Such opportunities will continue 
to be found if care and foresight is exercised. We 
hope to point many of them out in the coming year. 

—END 











1. There have been only rare instances in our lifetime when a ‘“‘sell- 
everything"’ policy would have been justified, with 1929 the out- 
standing case. Despite the exceptions that stand out on hindsight, 
the margin for error in timing is so great that far more money has 
been made by long-pull retention of good stocks than by in-and- 
out moves. 


2. But where unusually large profits exist it would certainly be prac- 
tical in many cases, and add to one's peace of mind, to sell 
enough to write off at least some of the original cost — leaving 
you in a risk-free position. 


In this kind of a profit-taking write-down or write-off of original 
costs, net profit taken should be employed mainly in high grade 
bonds or preferred stocks, pending an eventual cycle of market 
decline that will make common-stock prices more attractive 
generally. You will defeat the object of a profit-taking write-off 





Sound Advice for Investors in Today’s Markets 


The advice given below is reprinted from our Jan. 8, 1955 issue in which 
Mr. Miller made some observations on the basic attitudes that investors 
should adopt in facing up to their investment problems. The advice given 
then holds just as good to-day and is worth taking. 


operation if you put realized profits into speculative common 
stocks at this stage. 


4. It is foolish to let reluctance to pay the capital gains tax freeze 
you in stocks which are too high and should be sold. It should 
be considered an expense of investment, like the corporate tax 
is a business expense. 


5. If you want to have a reasonably good chance for satisfactory 
investment results, a primary requirement is to think less about 
“the market” and more about opportunities in individual stocks. 
There are still not a few of these. 


6. If you hold stocks that have not performed well in the bull market 
and which seem to have little likelihood of so doing within a 
reasonable period, you can make substitutions, provided you 
“upgrade” your purchases and do not try to make up for past 
losses by buying even more risky issues. 
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PART 1 
By GEORGE W. MATHIS 


AB virtually every important economic in- 
dicator, 1955 has gone into the record books as the 
biggest business year in history. In fact, it would 
be hard, using statistics alone, to overstate the 
dimensions of the year. In terms of the nation’s 
total output, its total employment, its income, and, 
above all, the standard of living achieved by the 
average American, 1955 has marked an impressive 
new gain in the concept of what a free economy 
offers its citizens. The performance of the Ameri- 
“an system in 1955 stands as one of the great 
weapons of the international war of ideas: a living 
proof that the free enterprise system is capable of 
rapid and dynamic growth. 

The year began on a relatively moderate uptrend, 
centered in the automobile and housing industries. 
But this limited recovery from the 1954 recession 
gained momentum rapidly in the first quarter, and 
by mid-year the business system was already at 
new peaks of activity. In the third quarter another 
considerable increase in activity occurred, mainly 
as a result of the tremendous strength exhibited 
by retail trade in general, and the automobile mar- 
ket in particular. The strong and sustained pressure 
on output exerted by the consumer industries finally 
resulted in the establishment of wholly new stand- 
ards of what American consumption was likely to 
be in the near future, and the demand for plant 
and equipment to satisfy these prospective require- 
ments soared. At year-end, as the level of consump- 
tion stabilized at the highest point on record, it was 
the capital goods markets that were providing a 
continuing upward stimulus to business conditions. 

While it is impossible to speak of business in 
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INDUSTRIAL PRODUCTION INDEX 


1955 in anything but the most glowing terms, it 
would be foolish to ignore that in the course of the 
1955 recovery some demands were overstated in 
the boom-like atmosphere that developed during the 
year. These overstatements of demand are charac- 
teristic of the business cycle, and one would do well 
to remember that business cycles have down-slopes 
as well as up-slopes. 

In looking ahead to 1956, therefore, it must be 
realized that the year past has witnessed the most 
rapid increase in instalment debt on record. It has 
also witnessed a large growth in personal mortgage 
debt, and in business debt. The tremendous eauto- 
mobile market of 1955 has resulted in the fastest 
improvement in consumer stocks of these key dur- 
ables in history. And the boom has resulted in 
characteristic and traditional tightening of _ the 
money market, with a resulting increase in the cost 
of borrowing. Finally, the sharp resurgence of de- 
mand for capital goods has brought the level! o! 
capital spending into a sharply rising trend, at the 
same time that business has begun to invest moré 
heavily in inventory. Thus, while corporate profits 
(and depreciation allowances) have advanced dur: 
ing the vear, so, too, have the demands on corporate 
-ash. 

For all of these reasons, and for a number 0! 
others that need not be mentioned in detail, the yea! 
1956 is widely expected to show a much slower rate 
of growth than occurred in 1955, and perhaps n 
growth at all. Careful analyses of all the factors| 
involved indicate that the current boom is likely} 
to be well nigh exhausted by mid-year, and a milé 
period of digestion and readjustment will ensue 
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1953 


1954 


There are many good reasons for anticipating this 
pattern, not the least of which being the simple 
fact that the 1955 boom has already outlived most 
similar booms of the past forty years. And it seems 
apparent that in terms of the nation’s debt position, 
its inventory position, and its capital goods posi- 
tion, the main stimuli will have disappeared over 
the next few months. 

here is, therefore, an obvious requirement for 
caution in the planning of business and investment 
decisions beyond the first quarter of the new year. 
While the business cycle has been moderated since 
the 1920’s, experts agree that it is far from dead; 
and if it is alive at all, it is very likely to make 
an impressive reappearance after the record-shat- 
tering advances of 1955. 

Following is the first section of an analysis of the 
position and outlook for a number of leading in- 
dustries. The remainder will appear in the next 


issue. 


PUBLIC UTILITY—On any basis of measure- 
ment, the electric utility industry broke all records 
in 1955. Both electricity generated and sales in- 
creased sharply over 1954, the former by 15.5% 
and the latter by 16.6°7. With an increase of 12.5 
million KW in generating capacity, new installa- 
tions brought capacity for the industry up to the 
unparalleled figure of 120 million KW. Total elec- 
tricity generated in the U. S., including kilowatt 
hours produced by railway and industrial plants 
reached 623 billion KW. 

Gross revenues increased about 9.6% as compared 
with 1954, and net income rose 8.3%. At the same 
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time, taxes increased by 13.5‘c, wages 4% and fuel 
11.2‘... Despite these increases in costs, the general 
tendency of profits was upward and this momentum 
is not likely to be materially reversed in the near 
future. To a considerable extent, this favorable 
situation is the result of more equitable rate treat- 
ment by the various State regulatory agencies as 
well as to the needs of an increasing residential and 
business population. 

Due to the growing confidence of investors in the 
industry, new financing has met with little difficulty. 
Recent offerings have been well taken, on the whole, 
higher coupon rates, as a result of higher money 
rates being a strong supporting factor. 

The action of major public utility stocks in the 
past year was favorable, most of the group closing 
moderately higher than at the close of the preceding 
year. As earnings rise, dividends are moderately 
increased and the price of the shares advanced. The 
prospect is for this trend to continue in 1956, even 
if the market, as a whole, does not perform as well 
as in 1955. 

The natural gas industry continues to forge ahead. 
With the completion of the Pacific Northwest line, 
all but two states are being serviced through natural 
gas. The industry is exceedingly active, with new 
discoveries and higher reserves; new distributive 
and storage facilities. Almost $1.4 billion was spent 
for new facilities in 1955. It is estimated that from 
1955 through 1958 more than $4.3 billion will be 
spent by the industry. 

Revenues gained 16.2% over 1954. Dividends are 
conservative, owing to the enormous outlays for new 
construction, and are likely to continue so for a 
considerable period. However, long-term prospects 
are considered highly favorable and this is the basis 
for continued absorption of the better grade securi- 
ties despite the comparatively low income yield. 


CONSTRUCTION—In 1955, construction ex- 
penditures climbed to an all-time peak of $42 billion. 

The big rise next year should come in public 
works, with a jump of about 10% to reach a total 
of more than $13 billion. Private construction is 
slated for a more modest increase—a boost of 3% 
from 1955, running the 1956 total to nearly $31 bil- 
lion. Housing starts probably will add up to 1.2 mil- 
lion, compared with 1.3 million last year. 

Spending in nearly all other areas of private con- 
stuction should go up in 1956. A notable exception 
is construction by utilities, which should be on a 
par with 1955. Industrial, commercial and “religi- 
ous” construction should rise substantially. These 
three categories may well account for an increase 
of $1 billion from 1955. 

Public works will turn up large increases in a 
number of categories. Star performer is expected 
to be highways. Spending for road-building may 
increase as much as $500 million this year to reach 
an all-time peak of $4.6 billion. Substantial increases 
are slated for schools, municipal works (sewers, 
waterworks and the like) and military facilities. 
Another sharp rise in construction expenditures is 
charted for state and local public works. The St. 
Lawrence power project and related facilities ac- 
count for a good share of the projected increase. 

Finally, the foregoing forecast could be on the 
low side if the home-building segment can overcome 
such obstacles as tight mortgage money, stiff mort- 
gage terms and the shortage of available raw land 
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at reasonable prices. Otherwise a drop, on the order 
of 6% to 8% from the 1955 record volume of $6 
billion that went into housing appears inevitable. 


STEEL—As 1955 began, steel was still being 
produced at about 9 million tons a month. This 
marked a steep recovery from the 7-million tons a 
month being produced in the early fall of 1954, but 
it was still notably short of the industry’s capacity. 
In the machinery industries, which take consider- 
able heavy steel, operating rates were still quite 
low, and were to continue low throughout the first 
quarter. In January and February, the year looked 
good, but it was still no record-breaker. 

By late spring, however, the whole dimensions of 
the steel market had changed. Automobile produc- 
tion, which takes almost 20% of finished steel ship- 
ments, had climbed to an 8-million annual rate, the 
highest in history. Machinery demand had expanded ; 
freight car backlogs were accumulating; and heavy 
construction activity was climbing toward a new 
record. Steel orders advanced to far above the de- 
livery rate, and mill order-books were loaded up for 
the last half. 

Throughout the remainder of 1955, orders have 
outrun production, and the new year begins with 
the steel industry committed to capacity operations 
throughout the first half. Inventories of steel in the 
hands of consuming industries are still quite low, 
and the steel price trend is clearly upward. 

The new year is obviously going to average close 
to a capacity level of demand, and production not 
much short of 120 million tons seems altogether 
possible for 1956. Nevertheless, in the light of de- 
velopments in the key automobile industry, it seems 
probable that as 1956 draws to a close the industry 
will have closed the gap of unfilled orders, and that 
inventories of steel will be substantial in fabricating 
industries. It is quite possible that a slight decline 
in operations will set in before year-end, and per- 
haps gain momentum. 

Even a fourth-quarter decline in steel production 
is compatible with an outlook for the highest steel 
earnings on record. Earnings of companies in the 
last half of 1955 have been extremely favorable, and 
the trend is upward (mainly because of price ad- 
justments) in the first half of the new year. From 
an earnings point of view, in fact, the steel industry 
seems the most favorably situated of all heavy in- 
dustry for the year ahead. 


AUTOMOBILES—The 1955 automobile record is 
the most remarkable development of the year. Pas- 
senger car production has equalled 8-million; new- 
car registrations have approached 7.5 million; the 
capital spending plans for the future dwarf even 
mammoth outlays of the past five years. 

Whether the unbelievable outpouring of new auto- 
mobiles in 1955 was a one-shot affair, or a new 
standard for the American economy, is one of the 
most pressing questions of analysis for 1956. But 
this much at least seems clear: the 1955 record of 
sales was accompanied by about a $4 billion increase 
in the level of automobile credit outstanding. This 
amounts to roughly a 40% increase in such debt, 
and it is hardly conceivable that two such sizable 
increases will occur in consecutive years. Moreover, 
1956 models are notably lacking in the “new-model 
stimulus” provided by design departures, which 
have been found to be an essential ingredient in 
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automobile booms. Finally, the forcing of sales to 





alleviate the crowded condition of dealers’ floors dur. § 
ing late 1955 has doubtless borrowed substantizlly 9 





from the 1956 market. 

The outlook for 1956 automobile output and sales 
is, accordingly, considerably lower than the 155 
record—probably as much as 1.5 million units lower, 
(The production outlook is somewhat darker than 
the retail sales outlook, since the industry enga; ed 
in a build-up of dealer stocks in 1955 that is »ot 
possible in 1956). However, two elements in t iis 
picture make the profits expectations a little brig at- 
er: automobile prices average about 5% higher ‘or 
1956 than in 1955, and the industry is reporte lly 
prepared to bolster volume late in the year by he 
introduction of substantially different “19:7” 
models. 


TIRES AND RUBBER—In 1955, natural rub ver 
industry’s earnings have been tremendous; and its 
consumption evidently rose 10% above the 600,( 00 
tons consumed in 1954, while consumption of sn- 
thetic showed a gain of almost 20% —the largest n- 
crease since 1950. 

Output of pneumatic casings for automobiles «nd 
trucks account, of course, for the bulk of this _n- 
crease; casings production in 1955 have eviden ly 
totaled well over 100 million, compared with abcut 
85 million in 1954. Both the “original equipme: t” 
and replacement market for tires have been te- 
mendous in 1955, with the former showing an _p- 
crease of roughly 40% over year-ago figures. In: er 
tubes, on the other hand, have actually declined, as 
a result of the changeover of most manufacturers 
to tubeless tires. 

For 1956, the tire outlook of major rubber mat.u- 
facturers is significantly below the astronomical 
figures of 1955. The makers of “original equipment”, 
in particular, can expect a substantial decline in 
volume, since the outlook for passenger car assem- 
blies is so severely reduced. Even the replacement 
market #s not likely to equal the bumper dimensicns 
of 1956, and earnings of tire manufacturers (con- 
sidering tire operations only) will probably be con- 
siderably less than in 1956. The increased price 
competition that should result from the sharply 
lower level of “original equipment’? demand may 
well be felt throughout the replacement market, and, 
of course, damage profits further. 

However, it would be wrong to view the outlook 
for the great rubber companies simply in terms of 
tire operations. Rubber has been the subject of in- 
tense product research, and it now has wide indus- 
trial applications in conveying and road-building 
machinery, defense products, footwear, etc. In addi- 
tion, the larger rubber companies have diversified 
into a broad range of chemicals, plastics and related 
fields. Because of its association with the automobile 
cycle, the tire component of rubber companies is 
likely to suffer most in 1956; other components may 
even show a modest increase, and it would not be 
surprising if many of the more aggressive com- 
panies in the field were to experience little decline 
in total earnings. 


RAILS—The year 1955 has been a banner one for 
the railroads. After the recession of 1954 which, 
while mild, struck sharply at the traffic and earnings 
of freight carriers, ton-miles of revenue traffic in 
1955 have shown a gain of about 15% and have | 
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averaged close to, or slightly in excess of, the very 
satisfactory levels of 1953. Operating revenues have 
apparently exceeded all previous records, and net 
income will apparently somewhat exceed the $900 
million earned in 1953. 

For 1956, the outlook for traffic volume is slightly 
below the tremendous levels achieved in the last 
half of 1955, but the average level for the year as 
a whole may in fact exceed the average for 1955, 
and earnings should also exceed the 1955 level. For 
the first half of 1956, record or near-record car- 
loadings appear to be in sight, with only a shallow 
decline in the last half. Moreover, expense control of 
the railroads has improved considerably over the 
years, and some of the benefits may well appear 
in 1956. Maintenance has been well maintained— 
unlike earlier postwar years—and deliveries against 
large back orders of freight cars and engines should 
further improve efficiency. In passenger operations, 
volume should also be well maintained, and recent 
rate increases have acted to put commuter opera- 
tions more nearly on a self-sustaining basis. 

Railroads are notoriously sensitive to the business 
cycle, however, and it should be borne in mind that 
if the possible decline in month-to-month results 
materializes late in the year, the souring of the 
railroad outlook could affect security prices. Rail- 
roads are closely tied to the industrial sector of the 
national economy, and it is the industrial sector 
which suffers the sharpest adjustments in recession. 
As long as construction and capital goods demand 
holds up, the rails can hope to accrue net earnings 
at the $75 million-a-month rate of 1953 and 1955. 
When those key industrial sectors decline, rail 





A VITAL ECONOMIC FACTOR 


Plant and Equipment Expenditures 
BILLIONS OF DOLLARS * Lost two quarters anticipated 


| 





20 


















































MANUFACTURING 




















1950 5i 52 53 54 55* 
ANNUAL TOTALS 


1955 * 





420 


earnings will be more than proportionately affected. 7 


& 


CHEMICALS—In general, output of the highly 
diversified chemicals industry in 1955 has run about 
10% above its level in 1954; industrial chemicals 
have shown an improvement of almost 20%. Vir- 
tually all of the heavy inorganic chemicals have 
enjoyed substantial increases. Among the organic 
chemicals, output increases have been relatively 
modest, but widespread. Fertilizer consumption has 
risen very slightly. Processing of animal fats has 
advanced considerably. Paint and varnish produc- 
tion has shown a very marked advance, as have 
production of virtually all of the synthetic plastics 
and resin materials. 

For 1956, the situation of the chemicals industry 
appears to be relatively assured. A gain at all close 
to the dimensions of the gain in 1955 seems very 
unlikely—in fact impossible in many lines because 
of capacity limitations. But inventories of chemical 
materials throughout industry are far from ex- 
cessive, and in most sectors the employment of t1e 
industry’s products is still rising. 

However, the composition of the 1956 increase 
in aggregate chemicals output is likely to be ver 
different from the increase in 1955; that is, heav 
industrial chemicals may have already reached ; 
plateau, and consumption of these industrial ma- 
terials may actually be declining by mid-year, in 
response to a moderate decline in production «c- 
tivity in heavy industry. In contrast, the paint, 
plastic, fertilizer and fats-oils segments of the in- 
dustry may show increases quite as large as those 
enjoyed in 1955. 

As with the railroads, it may be well to bear in 
mind that the heavy chemicals segment of the 
chemical industry is seriously influenced by the 
business cycle, because of its close connection to 
steel and other heavy industrial activity. Moreover, 
the industry has in the past, despite its general 
growth record, suffered inventory excesses, even in 
such rapidly growing segments as the plastics busi- 
ness. In the textile filament division, too, the indus- 
try is cyclically sensitive, and it is possible that by 
late 1955 a mild but accelerating decline may have 
begun. In this last connection, it may also be worth 
noting that in late 1956 the regular two-year cycle 
in textile demand will be declining. Despite these 
warnings, however, earnings in the chemical in- 
dustry for 1956 as a whole should moderately 
exceed their 1955 levels. 


ws wD 


ETHICAL DRUGS—Earnings for this group in | 


1955 recovered substantially from the setback of 
the past few years. Sales of the top companies were 
up about 13% and net rose on the order of 25°: 
(reflecting more efficient processes and cost-cut- 
ting). Prospects are good for a continuance of the 
uptrend, since new important drugs have been in- 
troduced, the wave of price-cutting has ebbed and 
inventories no longer are unwieldy. 

In citing stocks within the group, it is well to re- 
member that special developments, rather than any 
industry-wide trend, often bring sharp individual 
rises. Such developments may entail a new vaccine 
(all have a stake in the Salk vaccine), an anti- 
arthritic drug or other antibiotic. It also is impor- 


tant to remember that individual discoveries inevi- | 
tably bring out equally effective, if not superior, | 


products from (Please turn to page 469) 
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By WARD GATES 


SY, a decade marked by record dividend dis- 
bursements, it is a large-size chore to select 25 com- 


panies that stand out from the rest with respect to 
the number of times they have increased dividends. 
Bui our painstaking labors have uncovered what 


we believe to be the companies entitled to top honors 
in this particular category. 

Anyone with even a nodding acquaintance with 
baseball knows that a .300 hitter is a star performer. 
A .400 hitter comes along once in a generation. Well, 
the weakest hitters on our roster boast a .600 aver- 
age (number of years they have come through with 
dividend increases over the decade). And there is 
even one that has batted 1.000. 

lt will be noted (from the accompanying table) 
that this galaxy of super-stars represents a goodly 
cross-section of industry, reflecting the broad-based 
prosperity the nation has enjoyed in the postwar 
decade. Only utilities and paper companies manage 
to place as many as three on the team, while food 
processors and oil companies contribute two each. 


Power & Light which, incidentally, operates in the 
area that gives Winn-Dixie the bulk of its revenues; 
Crown Zellerbach Corp., a leading manufacturer of 
paper products; B. F. Goodrich, the only rubber 
company to make the team; National Lead, which 
has wide-ranging interests along with its huge stake 
in production and processing of metals, and the 
aforementioned Gillette. 


Dividend Increases Without Financial Strain 


Many of the members of the team have achieved 
their place with relatively little strain, paying out 
as little as 30% (Dixie Cup) of their net profits in 
cash dividends. Others, which also pay out less than 
half of their net in cash, are Continental Can, B. F. 
Goodrich, Halliburton Oil Well Cementing, Lily- 
Tulip Cup, Minnesota Mining and Standard Oil of 
California. The table cites the record of each com- 
pany. 

Of course, many others feel no strain whatever in 





























Many are so ver- paying out far more 
satile as to defy than 50° of net to 
classification, nota- : , s ‘s, sinc 
bly tien ets Portfolio Offering Monthly Income a ee 
: “ Ir cas eds ar 
Minnesota Mining ne not nearly so great 
. ° niticated ° ° 
Manufacturing 1955 as others. This is 
and Minneapolis- Div Recent Div particularly true of 
Honeywell Regula- Rave Months Payable Price Yield companies with 
“ao : American Home Prod. $3.30 a 86 3.8 % strong finances and 
—— to Winn- American T. & T. 9.00 Jan. April July Oct. 179 5.0 of utilities, whose 
owen operator of a General Electric 2.00 Jan. April July Oct. 53 3.7 business is not gen- 
chain of self-service Wrigley (Wm.) Jr. 5.00 —s* 92 5.4 erally subject to 
food supermarets in ee ~- wide swings. 
the Southland, no Rana Sen. 2.00 Febr. May Aug. Nov 46 4.3 In the matter of 
less than five of the Gen. Public Util. 1.72 V2 Febr. May Aug. Nov 37 4.6 yield, it will be 
ee of this All- American Tobacco 4.40 Mar. June Sept. Dec 80 5.5 noted : that the re- 
uper-star team are Gen. Amer. Trans. 2.82% Mar. June Sept. Dec. 65 4.3 turn is as little as 
- for runner-up Ingersoll Rand 3.00 Mar. June Sept. Dec 63 «4.7 2.3% (Florida Pow- 
Onors with nine Nat'l Dairy Prod. 1.60 Mar. June Sept. Dec. 39 4.1 er & Light) and 
dividend increases seit ine ernest ie mili only one pays as 
over the 10 years. * Pays dividends each month. (Please turn 
They are Florida to page 460) 
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No. of No. of % 


Consecutive Years Co. Earnings 


AMERICAN HOME PRODUCTS 
W.C. (mil.) 1946—$44.8 
W.C. (mil.) 1954—$63.0 





CENTRAL & SO. WEST CORP. 


W.C. (mil.) 1946—$3.3 
W.C. (mil.) 1954—$2.6 


CONTINENTAL CAN 


W.C. (mil.) 1946—$73.0 
W.C. (mil.) 1954—$82.3 


CONTINENTAL OIL 


W.C. (mil.) 1946—$ 30.9 
W.C. (mil.) 1954—$114.2 


CROWN ZELLERBACH 


W.C. (mil.) 1946—$32.3 
W.C. (mil.) 1955—$97.2 


DIXIE CUP 


W.C. (mil.) 1946—-$ 3.9 
W.C. (mil.) 1954—$17.3 


DOUGLAS AIRCRAFT 


W.C. (mil.) 1946—$58.4 
W.C. (mil.) 1955—$81.5 


DU PONT 


W.C. (mil.) 1946—$264.2 
W.C. (mil.) 1955—$585.6 


FLORIDA POWER & LIGHT 


W.C. (mil.) 1946—$— 
W.C. (mil.) 1954—$— 


GENL. AMERICAN TRANSPORT. 


W.C. (mil.) 1946—$19.4 


W.C. (mil.) 1954—$36.9 


GENERAL ELECTRIC 


W.C. (mil.) 1946—$389.6 
W.C. (mil.) 1954—$323.7 


GENERAL FOODS 


W.C. (mil.) 1946—-$ 94.8 
W.C. (mil.) 1955—$195.5 


GENERAL MOTORS 


W.C. (mil.) 1946—$ 768.7 
W.C. (mil.) 1955—$2,183.2 


GENERAL PUBLIC UTILITIES 


W.C. (mil.) 1946—$— 
W.C. (mil.) 1955—$— 


GILLETTE CO. 


W.C. (mil.) 1946—$15.2 
W.C. (mil.) 1954—$32.9 


GOODRICH (B. F.) 


W.C. (mil.) 1946—$113.3 
W.C. (mil.) 1955—$230.9 


HALLIBURTON OIL WELL 
W.C. (mil.) 1948—$4.7 
W.C. (mil.) 1954—$6.7 


Years Has Paid 
Some Increased In 


Div. Dividend Cash Price Range 


Paid 1946-55 Dividend 1953-1955 


35 8 63 % 96-36 


8 51 36-18 


21 6 53 105-48 
18 9 61 57-19 
26 8 30 64-31 
17 7 64 91-26 


51 7 76 249-91 


11 9 51 48-16 


36 6 55 69-31 


56 7 60 56-22 


33 6 56 93-50 


40 6 58 54-17 


13 8 53 39-23 








INGERSOLL-RAND 


W.C. (mil.) 1946—$ 38.8 
W.C. (mil.) 1954—$100.6 


1954 


Earnings 
Per 
Share 


$4.21 


2.00 


5.52 


4.28 


2.32 


4.05 


9.80 


7.34 


1.75 


4.79 


2.30 


5.29 


3.02 


2.42 


25 Companies With Repeated Dividend Increases 


Div 


Share 


$3.00 


1.20 


2.70 


2.60 


1.95 


1.80 


4.33 


5.50 


.87 


2.62 


9 Months 
Earnings 
Per 
Share 


$3.94 


1.51 


5.38 


1.63! 


3.90 


6.33 


6.24 


1.58 


3.83 


3.52% 


3.28 


2.00 


Indicated 


Full 
Year 
Div. 


$3.30 


1.34 


3.00 


2.85 


1.537 


1.80 


7.00 


1.02 


2.82 


1.60 


3.10 


2.16 


2.00 





45 8 64 66-26 


3.80 


2.50 





1—-6 months. 


2—Plus 50% stock dividend. 


Recent 
Price 


86 


36 


82 


100 


55 


56 


89 


226 


43 


66 


54 


93 


45 


37 


40 


79 


64 


66 


Div 
Yield 


3.8 ° 


3.6 


3.2 


4.4 


2.3 


3.0 


3.3 


4.6 


5.0 


3.1 


4.5 
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25 Companies With Repeated Dividend Increases (Continued ) 


No. of No. of % 
Consecutive Years Co Earnings 
Years Has Paid 
Same Increased In 
Div. Dividend Cash Price Range 
Paid 1946-55 Dividend 1953-1955 
LILY-TULIP CUP 26 7 34% 65-25 
wW.c. (mil.) 1946—-$ 4.9 
W.C. (mil.) 1954—$17.3 
M!NNEAP'LIS-HONEYWELL REG. 27 8 59 70-26 
W.C. (mil.) 1946—$20.3 
wW.C. (mil.) 1955—-$81.0 
M!NNESOTA MINING & MFG. 39 8 39 115-42 
WC. (mil.) 1946—$22.1 
WC. (mil.) 1954—$62.2 
TIONAL DAIRY PRODUCTS 31 8 54 43-28 
C. (mil.) 1946—$ 97.9 
C. (mil.) 1954—$166.7 
\TIONAL LEAD 49 9 65 90-25 
C. (mil.) 1946—$ 55.8 
C. (mil.) 1955—$109.1 
ANDARD OIL of CALIF. 43 6 43 98-49 
C. (mil.) 1946—$ 90.3 
w.C. (mil.) 1954—$282.2 
WiINN-DIXIE STORES 21 10 50 27- 8 
W.C. (mil.) 1946—$ 2.6 
C. (mil.) 1955—-$18.6 
\—-Year ended June 30, 1955. “——12 


nerican Home Products: Aggressive producer of pharmaceuticals, di- 
sified drugs and packaged foods raised the monthly dividend with 
vary payment to 25 cents. Sharply higher net and sales point to 
her payout in 1956 by this company, whose record is outstanding.* 


a 


ntral & South West Corp.: November quarterly of 35 cents marked 
rise from 33 cents. Continued growth of areas served by this utility, 
reflected in increased customer use of electricity, augurs higher divi 
lend by 1957.* 


Continental Can: Expanded operations of this second largest metal- 
tainer maker and targest fiber-drum producer give promise of 
other banner year. A rise in the 75-cent quarterly rate and 2 for 1 
lit announced.* 


Continental Oil: Raised quarterly dividend to 75 cents from 70 cents 
with December payment. Benefits from offshore and Canadian interests 
along with higher prices for crude and refined products point to higher 
payout over near term.” 


Crown Zellerbach: Acquisition of Gaylord Container by this second 
ranking paper producer should develop an even better dividend return. 
Raised dividend to 45 cents from 40 cents with January payment.” 


Dixie Cup: Despite rise in paper costs, continues to boost net profit. 
Ability to offset higher costs through efficiencies and expanded volume 
hould permit rise in 45-cent quarterly dividend rate in 1956. 


Douglas Aircraft: Despite large cash needs to handle tremendous volume 
f military and commercial jet business, this leading aircraft manu- 
facturer could easily boost dividend. 


Du Pont (E. 1.) de Nemours: Strong prospects for split and slightly 
higher payout on year for this highly diversified industrial giant, which 
hes huge stake in General Motors. 


Florida Power & Light: Boosted dividend to 30 cents from 25 cents at 
end of 1955. Fast-growing area it serves should generate higher net 
for company and enable it to make another boost within yeor 


General American Transportation: Raised dividend and voted extra at 
close of 1955. Action reflects rising revenues from lease of freight 
cars. This trend, plus rise in freight-car ordering, should boost net this 
year, with payment topping 1955. 


General Electric: Despite impact of price squeeze on many of its 
»roducts, outlook is for higher sales and net in 1956. The 50 cents to 
»e disbursed at the close of January compares with 40 cents paid 
sreviously and points to higher return for 1956* 


General Foods: Company should begin to derive larger benefits from 
onvenience-food items and ‘broad horizon’’ products. Raised dividend 
o 85 cents from 75 cents in December, pointing to better return for 
1956. A stock split is probable. 


General Motors: Giant of the giants may not equal car-sales showing 
of 1955, but its other vast interests should take up much of slack. Re- 
turn to sharehclders should at least equal last year’s total. 


weeks ended September 17, 1955. 


1955 
1954 9 Months Indicated 
Earnings Div Earnings Full 
Per Per Per Year Recent Div 
Share Share Share Div Price Yield 
$3.03 $1.20 $2.83 $1.50 51 2.9% 
2.42 1.30 1.79 1.50 62 2.4 
2.95 1.30 2.99 1.65 102 1.6 
2.77 1.35 2.22 1.60 39 4.1 
3.05 2.10 2.86 2.85 85 3.3 
7.04 3.00 $.52 3.00 91 3.3 
1.12! .52 207 .66 23 2.8 


—Plus stock. 
General Public Utilities: Major stake in growing Pennsylvania and New 
Jersey areas portends steady growth for its operating subsidiaries 
Brilliant dividend record should set new high in 1956 


Gillette Co.: Highly aggressive sales and promotion along with recent 


acquisitions promise new peak in sales and net. Favorable long-term 
policy to stockholders should be carried over into current year 
Goodrich (B. F.): A higher payment in 1956 is the prospect for this 
outstanding producer of rubber products and diverse items. Benefits 
should increase from its stake in the chemical industry 

Halliburton Oil Well Cementing: This company, which furnishes a 


variety of services to oil producers, has had an uninterrupted growth 


since 1942. Another in a long series of dividend hikes is likely this 
year 
Ingersoll-Rand: This leading producer of capital-goods machinery has 


field where 
year should 


an outstanding record of 
business activity is 
top 1955.* 


dividends and earnings in a 


subject to wide swings. Payout this 


Lily-Tulip Cup: Modest proportion of payout leaves room for yet 
another increase in dividend by this topnotch company, which has 
unceasingly pursued a policy of widening markets through promotion 
and research. 


Minneapolis-Honeywell: Highly-diversified producer of regulators and 
controls has boosted volume fourfold since 1948 and should top 1955 
disbursements this year with extra or quarterly boost.* 


Minnesota Mining & Mfg.: This maker of diverse products has had an 
amazing growth in postwar decade with introduction of rather simple 
products with widespread appeal. Modest ratio of dividends to earn 
ings leaves room for another boost. 


National Dairy Products: Kingpin of the food processors enjoying 
steady growth. To keep pace with growing markets, has spent $363 
million in postwar years on plant and equipment. Gains under this 
policy should be reflected in even higher dividends over near term.” 


National Lead: Wide range of growth products developed by its 
research and productive facilities is a trade mark of this company, 
whose dividend record is outstanding. Liberal policy points to even 
higher payout this year.* 


Standard Oil of California: This investment-type issue has an enviable 


record of dividend payments. A rise or cash extra that would top 
the $3 disbursed in 1955 is a reasonable expectation.* 
Winn-Dixie Stores: This fast-growing supermarket chain has com- 


piled an amazing record of dividend boosts in the postwar decade. 
In view of conservative payout policy, another modest rise looms for 
1956. 


* Above-average potential for long-term appreciation. 
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Standard Oil of 
New Jersey's 
Expansion Program 


for 1956 
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Prepared for Exclusive Publication 


in The Magazine of Wall Street 


by officials of the 


(Editor’s Note: Originally planned for inclusion 
in the article ‘1956 Expansion Programs of Lead- 
ing Companies” which appeared in the last issue, 
we decided, on account of its unusual scope, to pub- 
lish it separately in this issue.) 


7 

Capita requirements of the oil industry in 
its various branches of activity have reached tre- 
mendous proportions in recent years. The increasing 
size of these investments reflect the nature and 
scope of the industry’s operations, its sharp rate of 
growth, and its position as supplier of one of the 
modern world’s basic commodities. 

The 1956 capital and expenditure programs of the 
operating affiliates of Standard Oil Company (New 
Jersey), for example, add up to an impressive $1.1 
billion. These are the companies whose accounts are 
consolidated and which are owned more than 50 
per cent. In addition, another approximately $100 
million is represented by Jersey Standard’s share 
of the expenditures of companies in which it has an 
interest of one half or less. 

The total of $1.2 billion is the largest amount 
ever budgeted by the company’s affiliates in a single 
year for all phases of industry operations. This vast 
investment program can be regarded as a measure 
of Jersey’s confidence in the future, not only the 
future of the oil industry but also in the general 
world economic outlook. 

The company is convinced that the world’s need 
for oil will continue to rise for many years to come, 
making large expenditures necessary. To keep 
abreast of this increasing demand requires more 
developed reserves, larger refining capacity, and 
expanded transportation and marketing facilities. 
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Standard Oi] Company of New Jersey 


Since the end of World War II, the Jersey Standard 
organization has invested $6 billion, and it is antici- 
pated that expenditures on an even greater scale 
will be required in future years. 

A part of the increased expenditures of recent 
years has been due to the rise in costs. Higher costs 
have affected the oil business as they have virtually 
all other sectors of the economy. The oil indusiry 
now pays substantially more for the equipment, 
supplies, and services that are needed in our opera- 
tions. For example, in spite of increased efficiency, 
cost of drilling an oil well in this country is cur- 
rently at least 75 per cent greater than it was 10 
years ago. 

As a world-wide average, it is estimated that the 
industry must spend on the order of $4,000 for each 
barrel daily to find, develop and transport the pro- 
duction, refine the crude, and deliver the finished 
products to the ultimate consumer. When it is con- 
sidered that the industry is looking forward to a 
rise in Free World consumption from the present 
14,200,000 barrels per day to 28,000,000 barrels per 
day in 1975, it is possible to gain an idea of the 
magnitude of the financial outlay the industry must 
make. It is likely in this connection that this $4,000 
figure will continue to increase in years ahead as a 
result of more difficult and less rewarding explora- 
tion, higher costs, and other factors. 


4 
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Effect of New Uses 


The expectation that oil consumption will virtu- 
ally double in the next 20 years is entirely in line 
with the history of past oil industry growth. [n 
fact, forecasts of oil demands often turn out to de 
too low. In 1935, the countries that now make up} 
the Free World were using oil at a rate of only 
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Highlights of SONJ Expansion Program 











1 WILL PROVIDE OWN FINANCING 


Funds to provide for new capital ex- 
penditures will be supplied by sub- 
sidiaries and affiliates of the parent 
company. For affiliates which are unable 
to finance their own expansion, funds 
: wil be provided by the parent company. 
, This can easily be done in view of the 
great financial strength of the latter. 

: men: The only exception to financing from in- 
ernal resources will be in the case of several affiliates which will 
sorrow marginal amounts of capital, mainly in Europe. 





2 HOW EXPENDITURES ARE DISTRIBUTED 


The company, together with its affiliates, 
expects to spend about $1.2 billion in 
1956 on capital improvements. About 
half will be appropriated for production 
and exploration. The remainder will be 
utilized for refining operations, market- 
ing and transportation. The distribution 
of expenditures will hold for the major 
geographical areas in which the system 
operates. Including expenditures of $475 million in the U. S., about 
$950 million will be invested in the Western Hemisphere. 








3 ACTIVITIES IN LATIN AMERICA AND NEAR EAST 


In response to rapid industrialization 
and population growth of Latin Amer- 
ica, the company’s affiliates operating 
in this important region are making 
comprehensive long-range plans to meet 
future demand. This calls for substantial 
expenditures for all types of operations. 
In the Near East, a vital center of opera- 
tions for Jersey Standard affiliates, out- 
lays will amount to $250 million. The company recognizes the risks 
attached in this politically unstable part of the worid. 











4 THE ATOM AND OIL 


The company does not see the atom as 
a threat to the petroleum industry but 
rather as a co-ordinate in the task of 
= supplying the world’s future fuel re- 
: quirements. Officials believe that as the 
use of nuclear energy increases, tech- 
nology will be advanced and this will 
generate use for liquid fuel. The com- 
pany is devoting large sums to research 
in connection with atomic discoveries as it realizes the part this 
new science will play in its operations. 
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4,300,000 barrels daily. As high 
as this may have seemed at the 
time, present consumption is 
more than three times greater. 
If present long-range predic- 
tions are borne out the increase 
in oil consumption over the 40- 
year period from 1935 to 1975 
will amount to 550 per cent. 
This growth record is one of the 
oil industry’s most dynamic and 
interesting aspects. 

Predictions of future oil de- 
mand necessarily are based on 
foreseeable conditions. One fac- 
tor that cannot be easily fore- 
seen is the effect of new uses 
and applications that may be 
developed in the future. The li- 
quid hydrocarbons that were 
called rock oil in Colonel Drake’s 
day have come a long way. Oil’s 
early expansion was based in the 
use of kerosene chiefly as lamp 
oil. Then came the age of the 
automobile which made gasoline 
the industry’s “money crop.” 
The last 20 years have seen a 
tremendous growth in the con- 
sumption of distillate oil for 
home heating. 

A generation ago the petro- 
chemical industry, which uses 
oil and natural gas as raw ma- 
terials, was in its infancy. To- 
day it is a significant outlet. The 
advent of the jet engine with its 
needs for fuel is another illus- 
tration of new and changing 
markets. Research is the key to 
many of these developments. 
Among the numerous companies 
in the oil industry, the spirit of 
competition characterizes  re- 
search just as it does other 
phases of petroleum activity. 

In view of the world’s tre- 
mendous energy requirements 
and the prospects that they will 
continue to rise in years ahead 
there should be no fear of dis- 
placement by other sources of 
fuel and power. It seems likely 
that the world will need to draw 
from all available and reason- 
ably economic sources of energy 
if still higher standards of liv- 
ing and prosperity are to be at- 
tained. Coal, oil, hydroelectric 
power, as well as less conven- 
tional energy supplies, can share 
in meeting future requirements. 

To Jersey Standard, the atom 
is not a threat but rather a part- 
ner in the task that lies ahead. 
The company’s studies indicate 
that nuclear energy will make a 
small but growing contribution 
to energy needs in the future 
years and by 1975 should be con- 

(Please turn to page 460) 
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SECY. DULLES may be given credit for a “good try,” 
and nothing more, in his effort to lift foreign policy 
from the battleground of politics. He received only 
one substantial endorsement from the democratic 





WASHINGTON SEES: 


Almost lost in the welter of partisan political 
discussion of the past several weeks was a matter 
of major impact upon domestic and world affairs 
with heavy overtones of business application: the 
President has given his assurance that far from 
letting down, national defense moves will be ac- 
celerated, and the opposition party has given a 
rousing second. 


The decision looks reality in the eyes. It recog- 
nizes that Russia has been moving ahead with 
land, sea, air, and nuclear arming while delay- 
ing matching progress in the democracies with a 
smile that masks a sneer. 


The Defense Department has bi-partisan in- 
dorsement of a plan to spend $1 billion more 
next year, building the defense budget to $35.5 
billion. The aircraft industry will go on the dou- 
ble in some departments to keep in step with 
a program accounting for about one-half the 
total outlay. By aircraft is meant not only the 
industry of a decade ago but also its missile 
developments and the Air Force, last of the 
three, will be given as much money as the 
other services combined. 


Coupled with build-up of the military arms will 
be an increase in foreign aid—all types. There is 
talk of a $5 billion figure, but it’s not likely to 
run that high. Higher military cost may challenge 
tax cutting but isn’t regarded fatal to that ob- 
jective. 
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By “VERITAS” 


side, and that was diluted with politics. Senat 
Walter George of Georgia, facing a tough re-electic n 
fight against the Talmadge machine seconded tle 
Dulles proposal. George was not unmindful of the 
Eisenhower influence within the southern den 
cratic wing and he was quick to align himself. 


BIPARTISAN UNITY is an expression that doesn’t i1- 
vite argument. How it is to be attained is somethirg 
else. And when the very idea of no criticism of tle 
Administration in the vastly important field of wor d 
affairs was broached the debate on whether it is a 
proper issue was enough to make it one, if it weren't 
already. Dulles did his cause no service by ground- 
ing his appeal for a nonpartisan approach upon a 
plainly partisan stand: “The admirable record of 
the republican party.” What democrats saw him 
asking was not truce, but indorsement. 


SLOGANEERING, as has been true many times in 
the past, worked against the purposes it was in- 
tended to promote. “Peace and Prosperity” tied to- 
gether as a campaign call-to-arms didn’t permit the 
highly controversial subject of prosperity (in the 
farm belt especially) to be divorced fully from peace 
and the foreign relations involved. And the demo- 
crats were not giving up on the prosperity challenge 
simply to be nice about foreign affairs. Excuse, or 
reason, that’s how it stands. 


BACKSTOPPING the attack on GOP claim of pros- 
perity with statistics on farm income, and pinning 
the label of failure on the program of foreign rela- 
tions by citing the evaporated Spirit of Geneva, the 
democrats also were readying their perennial: Big 
Business is Bad! House Anti-trust Committee re- 
port that Business is Bad! House Anti-trust Com- 
mittee report that Business has bored from within 
the Commerce Department through the Business 
Advisory Council was a major policy step. Commit- 
tee vote was along straight party line. GOP ma: 
take up the challenge of formal probe. They’d carr: 
it back through the New-Fair Deal. 
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President Eisenhower may surprise his party 
by_a much earlier announcement than had been expected. 
And if it comes soon, it will be the declination to 
seek a second term which has been in the cards since 
he was felled by a heart attack in Denver. Time works 
in favor of Vice President Richard Nixon and the 
converse equally is true: if Ike takes himself out of 
the race before Feb. 1 he will make it increasingly 
difficult for Nixon to make the grade for top spot. 
The longer the Californian stands as the principal 
target the more certain that he can be shot down 
politically by his rivals. 




















The Nixon support is strategically sound and 
strong. It is made up of republican party office 
holders — state and big city chairmen who have built 
their own prestige on acceptances by Nixon to speak 
under their auspices. They are the ones who attend 
national conventions, or control delegations. Whatever 
doubts persist as to the national election, there is no doubt that today he would 

be hard to beat in a convention. Democrats profess to hope Nixon will be nominated. 
That being so, it is difficult to understand the fervor of their attack, since 
i 
P. 














might defeat their purpose. The GOP can hardly nominate one consistently 
tured as vulnerable and easy-to-beat. 








President Eisenhower's mid-December trip to Walter Reed Army Hospital in 
Washington, D.C., for physical checkup probably erased the last chance of a second 
candidacy. Ike was told to take it easy. He was pronounced physically unable 
to handle the amount of work he had been undertaking in preceding weeks. That 
schedule was light. It included daily conferences, one speech (by telephone), 
no public appearances, no press conferences or other taxing stints. Messages to 
Congress were under consideration but drafting was, where it always is, in the hands 

the agencies and White House scriveners. It was light work diet, certainly not 























to be compared with the regimen of a candidate or a President. But it brought a 
warning that probably was graver than the formal announcements pictured. 

Health condition and outlook will fix the timing of the big news from 
Gettysburg. Pleas from prospective nominees won't do it. Men close to Ike say 
he owes the party nothing; he didn't, they insist, seek its favor and when he was 


elected it was the McCarthys, the Knowlands, the Langers, etc., the men in his own 
party who gave him most trouble. So, if a sense of duty impels him to make the 
announcement early it will be only to allow time for a choice of successor-nominee 
not_a desire to promote those who are demanding he speak now. 





Those who say General Eisenhower must not be counted out of candidacy have 
one Strong supporting point. In the New Hampshire presidential primary an 
Eisenhower slate of candidates is shaping up — with the full consent of Sherman 
Adams, “Assistant President" and closest confidante of the Chief Executive. That 
primary takes place March 13. If Ike does nothing to stop a vote on his behalf 
two conclusions would be invited: 1. He wants to run again. 2. He wants to hand- 
pick the GOP nominee. Deadline for filing slates in New Hampshire is Feb. 2. 














The New Hampshire situation may be a holding technic. Certainly no other 
republican would stand a chance if Ike is in. Unless, that_is, it becomes clearly 
evident that the President is preempting the field to turn the gains over to 
another, Nixon for example. The State has Favorite Sons and would prefer to have 
them in a bargaining spot at the Convention. Of course there is another school 
of reasoning in the party, one which contends the talk of timing is waste chatter. 
They remind that there was a fast field of republican candidates in 1940, but 
1 week before the national convention, Wendell Willkie wasn't even an avowed or 
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declared aspirant. Three days before the meeting he telephoned Rep. Charles A. 
Halleck and asked the Congressman to make the nominating speech. Willkie vaulted 
to convention victory over months-long planning by several so-called front runners. 








Robert F. Wagner, New York City's Mayor, seems to have ended whatever 
chance Governor Averell Harriman might have had to get the democratic presidential 
nomination. Wagner wants to be the vice presidential nominee of the democrats, 
he has made it known. Tammany Boss Carmine de Sapio is the probable winner of 
whatever the Empire State stands to gain: he can promise to deliver the Nation's 
biggest state on alternative programs. By the time the convention adjourns he will 
have commitments, whether he places a candidate on the ticket or not. If he 
doesn't have something big in his political bag, how he became Tammany boss should 
be a subject of political scientist research. Wagner's announcement was recent 
but his aspirations came early. This year he toured Europe. Knowledge of world 
affairs, gained on the ground, now is claimed. 

















The groping for a program on the success of which may rest the farm 
economy, and_ its votes, continues to produce debate but no solution. The GOP high 
command appeared to think that statistics on what might come if patience prevails 
was a good substitute for higher cash income. It was demonstrable that the Benson 
Plan was not chargeable with the current plight of the farmer, but the benefits 
weren't showing. And results are being demanded. 








To the city dweller, the "farm problem" may be regarded a perennial gripe 
and_a_tried and proven lever to pry out of Congress and the taxpayers another 
Station wagon with white sidewall tires. Even if that were true, the farm bloc is 
too_ potent _to dismiss with wisecracks: it involves 13 states, which produce 
four-fifths of the country's corn, three-fifths of its wheat, more than one-half 
of its livestock, and also produces 167 of the 531 votes in the Electoral College! 
In this politically and economically potent segment of the country there is uniform 
discontent as incomes continue to drop, and cost of things the farmer must buy 
go Skyward. 














On the day that a prize hog was presented in great fanfare for the 
Gettysburg farm, the hog farmers were reading market quotations in their 
agricultural journals: pork 50 per cent under prices prevailing 18 months ago. 

It wasn't as bad as in 1920 and early 1930's when bankruptcies were common and the 
red auction flag was draped over many farm gates. But the farmers weren't content 
that it wasn't "quite as bad"; they were hearing about unprecedented good times, 
wondered where? The cause of it all was the same now as then: overproduction. The 
cure wasn't that easy to find. 

















Sometime, and soon, Congress must come up with a_"plan." It seems 
inescapable that the plan must _be based on subsidy — a two-price system for wheat, 
direct payments as contemplated by the Brannan Plan, or retirement from cultivation 
of acreage which the Department of Agriculture would lease from farmers. 








City-bred farm "experts" in political headquarters are concentrating 
their thoughts on a political solution. They are in virtual agreement that six of 
the 13 farm states would go democrat if the election were to take place today 
(the republicans took all 13 in 1952.) The chances of the demmies might be lessened 
some, but not fatally perhaps, if Ike were to head the GOP ticket. Those veering 
most from the Administration are Indiana, Minnesota, Ohio, Missouri, Oklahoma, and 
Texas. They have a total of 94 electoral votes and that's one-third the number 
a_party needs to win. ~, 

















The republicans never have suffered heavy inroads into these 135 states 
and won a Presidential election; Harry S. Truman won with eight of the 13 in spite 
of the fact that the republicans made history by cutting deeply into the Solid 
South. How they vote will determine which party controls Congress. That could 
be true regardless of which elects the President, although the likelihood is that 
the same party will take both ends of Pennsylvania Avenue. 
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FOREIGN TRADE 


: SHIFTS 
IN 1956 


By V. L. HOROTH 





. have the prospects for foreign trade 
lool}.ed as favorable as they do now as the new year 
beg ns. This statement is all the more significant 
in \iew of the fact that U. S. foreign trade in 1955 
P wa unexpectedly large. Exports of non-agricultural 
prolucts were close to the 1947 record despite 
groving foreign competition. Exports of agricul- 
turil products were better than in 1954, but in 
general below postwar levels, reflecting, of course, 
the greater self-sufficiency in food around the world. 
Imports in 1955 broke all previous records. 

Altogether some $25 billion worth of goods are 
estimated to have been exchanged in 1955 between 
the United States and the rest of the Free World, 
and prospects are that this record will be topped 
in 1956. So much for foreign trade values. As for 
physical volume, which has been near all-time peak 
levels for some time, this record too is expected to 
be bested in 1956. 

The belief that merchandise will continue to in- 
crease in 1956 may be justified in part by the steady 
upward trend in the international exchange of 
goods which trend reflects primarily the growth 
of prosperity through the Free World and confi- 
dence that a thermonuclear contest between the 
West and Communist powers may never take place. 


Prospects for 1956 Merchandise Imports 


More specific underlying factors pointing to a 
likelihood of a new record for U. S. foreign trade 
in 1956 include: the booming business activity 
here; the continuation of economic expansion in 
Western Europe, though at somewhat slower pace, 
and an unprecedented developmental activity 
throughout the Free World aimed at raising the 
productivity of underdeveloped countries. One may 
also include the proposed expansion of U. S. foreign 
aid, though the effects may not be felt until later 
in the year. This is an outgrowth of the new phase 
of the cold war which, following the brief “Geneva 
truce”, is likely to be marked by an economic con- 
test for uncommitted neutralist countries of Asia 
and Africa, rather than by an atomic weapons 
contest. 

Merchandise imports for the first ten months of 
1955 ran at an annual rate of around $111, billion, 
substantially above the 1954 figure of $10.2 billion 
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and slightly above the previous record of $10.9 


billion established in 1951. This increase in the 
value of imports is especially significant because 
the prices of raw materials, which constitute the 
bulk of U. S. imports, are in general considerably 
below the Korean boom peaks. 

Moreover, 1955 imports were quite selective 
despite record business activity and consumer 
purchasing power here. For example, as a result 
of consumer resistance we spent during the first 
eight months of 1955 some $200 million less for 
coffee than in the same period of 1954. We also 
bought less sugar and cocoa. Although the cost of 
our 1955 copper imports was higher than in 1954, 
largely due to rising prices, we spent less on other 
nonferrous metals and also on ferro-alloys. Most 
of these were in none too plentiful supply and were 
attracted by higher prices to booming European 
economies. With these exceptions to which chemi- 
cals may be added, all our other imports rose during 
1955 by more than one billion dollars. Rubber, 
which was also substantially higher in price, came 
for the largest share of the increase, along with 
petroleum products, textile fibers and manufactures, 
machinery and miscellaneous manufactures, news- 
print and paper products, and, above all, lumber 
and sawmill products, which were attracted to this 
country by record construction activity in the face 
of virtually unchanged domestic production. 

Some of these import trends indicated in 1955 
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Summary of U. S. Trade 
(In Billions of Dollars) 



























—Full Year—— ——10 Month;k—— 

1953 1954 1954 1955 

PIII vacccsssnicisaceereceassbniscainsen 15.8 15.1 12.5 12.8 
Less: Military aid .............c000 35 23 21 11 
Equals: Commercial exports ... 12.3. 12.8 104 11.7 
of which: Agricultural .............. 2.8 3.0 2.4 2.6 
Non-agricultural ...... 9.5 9.8 8.0 9.1 
IID scsscsakscsssaescesserssssiceass 10.8 §©10.2 8.4 9.3 
of which: Agricultural .............. 4.2 4.0 3.3 3.3 
Non-agricultural ....... 6.6 6.2 5.1 6.0 


U. S. Exports by Selected Products or Groups 
(In Millions of Dollars) 





—Full Year—— ——8 Months— 





1953 1954 1954 1955 
Grains and preparations .............. 1,059 747 496 645 
Se ihiaiicsink Caasiveusrvexsicsiutcasiinaes 341 303 134 164 
SN ier iicrecccinsistvesieinscsanctens 517 780 507 356 
Vegetable oils, fats, oilseeds ........ 173 303 164 172 
Coal and products .................cc00000 346 312 188 292 
Petroleum and products ................ 498 431 290 297 
Steel Mill products 494 515 328 509 
Sawmill products, paper and mfrs. 261 344 218 290 
Machinery and metal mfrs. .......... 3,090 2,934 1,963 2,073 
Motor vehicles and parts .............. 963 1,036 716 857 
Textile manufactures ............000008 640 621 415 418 
Chemicals and related products .. 800 983 641 701 


U.S. Imports by Selected Products or Groups 
(In Millions of Dollars) 





—Full Year—— -——8 Months— 





1953 1954 1954 1955 
RG acscsiics cs sea casnddgstebposhasannnsenpeacacoace 1,469 1,486 1,064 851 
SNNNI oisshonksi Acpancucabaktearsneshegubasebuaiiion’ 167 252 172 137 
IID. ai SiescasuatendsnuuannaneunhGuaiansveseakend 425 409 340 313 
RIND <5 cincckensecunaschansbocnenec 332 262 168 280 
SI ghicsiickncinsisacendnianwstkoupencenasne 296 223 155 181 
III si cscisssnassaseinnakbasroidesics 630 572 370 469 
Petroleum and products ................ 762 828 535 659 
Sawmill products ...........ccccceeeees 236 252 155 217 
Paper ond paper materials ............ 936 926 605 638 
UNI ~ 4.55, <sesavessisnsscadeiabexiactare 321 236 171 154 
MITE aticacnssnGussssexa sontsopnassaniconiansqnass 433 361 257 262 
a terek on cash sah cchs cceanconcvsksipcuaeennaens 259 175 119 118 
Steel mill products ................00000 251 116 75 85 
Machinery and vehicles ................ 353 359 251 288 
Chemicals and related products... 293 249 174 171 

















will no doubt carry into 1956, providing, of course, 
that business activity continues upward, and in- 
ventory policies and price levels remain about the 
same. It’s generally expected that some food im- 
ports, especially coffee, cocoa, and sugar, will have 
to be stepped up in 1956. We will also need larger 
raw material imports if business activity continues 
to expand even moderately. 

Imports of newsprint, paper products, lumber 
and sawmill products, for which we draw chiefly 
on Canada, are bound to cost us more, not only 
because of rising prices but also because of steadily 
expanding demand which no longer can be satisfied 
at present prices from domestic production. If 
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motor vehicle production holds, more rubber will 
have to be brought in, and possibly at higher prices 


if communist countries enter the market. With® 


stockpiles needing attention, the cost of nonferrous 
metal and ferro-alloy imports is likely to be up 














in 1956. More textiles and miscellaneous manufac. 7 
tures may also be bought in as production abroad, § 


especially in Japan, gathers momentum. 


The ® 


domestic chemical industry, too, may face greater 7 
competition from foreign imports. On the other f 
hand, imports of petroleum products, which in ¥ 


1955 reached an annual rate of almost one billion 


dollars as against $828 million in 1954, may either § 


level off or be cut down to the same proportion to 
domestic crude output as existed in 1954, if the 
recommendation of the Presidential Advisory Co:n- 
mittee is followed. 


Other U. S. Spending Abroad 


DEB ee iin 


ERE 


With import prospects greater for most ites | 
on the list, it seems quite likely that total 1956 | 


imports may be at least 5 per cent higher than in 
1955, reaching 113, billion. Moreover, it is expect2d 
that other U. 8. spending abroad will also increase 
in 1956, which, of course, is a good omen for 
exporters. 

U. S. tourist expenditures should certainly estab- 
lish another record in 1956, and no doubt foreij:n 
shipping will also earn more dollars from expanding 
tourist traffic and exchange of goods. Miscellaneous 


U. S. government expenditures abroad connected 7 
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with the maintenance of our troops, the building | 


of defense installations, and the maintenance of 
our representatives abroad have been running in 
recent years at an annual rate of around $2.8 
billion, being as such largely responsible for the 


PATTERN 


fact that foreign earnings of dollars have exceeded | 


foreign dollar spending. No appreciable decline in 


this spending is foreseen, although the countries — . 
| be 


benefiting from this spending may change. Spain, 
for example, ought to be one of the chief benefici- 
aries during the year ahead, as the building pro- 
gram there gathers momentum. 


Foreign economic aid, which was expected to | 


aay 


decline in 1955, actually increased, largely because | 


the armistice in Indo-China made it possible to 
shift some of the spending for military hardware 
to more constructive spending for consumer and 
capital goods. As has been pointed out, the new 
phase of the cold war may very well result in 
stepped-up spending for economic aid in 1956. 
Still other sources of dollars for foreign countries 
are Export-Import Bank and World Bank loans and 


eR TY 


private investment capital. Again, in view of a} 
new phase in the cold war, some increased institu- | 
tional lending may be expected. The building of | 
the High Dam on the Nile and other development | 


projects in the Near East would assure this. 


The outflow of private investment capital in 1955 | 


was again disappointing, the bulk of the capital 


going to Canada or for exploration or development | 


of petroleum resources around the world. Other 
favorites continue to be certain West European 
countries and African colonies. The situation is 
unlikely to change as long as splendid investment 
opportunities continue to be present at home and 
in Canada, and while many of the capital-hungry 
countries of Southeast Asia continue to flirt with 
socialism and to restrict the operations of certain 
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industries and the exploitation of natural resources 
to the Government or to their nationals. 


Foreign Willingness to Spend Dollars 


In summing up, it would seem on the strength 


of ‘he outlook for U. S. merchandise imports and 
the prospects for other U. S. spending abroad as 
we! as new capital investing, that the overall 
sup ly of dollars likely to be available to foreigners 
in _ 956 may be from $500 to $1,000 million larger 
tha in 1955, ranging possibly from $21 to $22 
bil! »n. Two questions of major importance for 
U. exporters need to be answered at this point; 
wh. portion of the above amount foreign countries 
int: id to spend for purchases of U. S. merchandise, 
anc how much they intend to set aside for the 
bui ‘ing up of the gold and dollar reserves — or, 
as veloped in 1955, how much of their 1956 dollar 
ear ings they intend to use in buying U. S. equities. 
though it is dangerous to generalize, it may be 
sai that in 1955 foreign countries as a group were 
inc ned to spend the dollars they obtained in their 
' dea ings with the United States rather liberally. At 
an\ rate the nest egg of dollars which they may 
‘pected to add in 1955 to their reserves is likely 
only about $500 million as against $1.6 billion 
j 54 and $2.2 billion in 1953. The spending on 
| U. 5. merchandise was more liberal because many 
/ cou tries apparently deemed their gold and dollar 
res-rves to be comfortable enough for their needs. 
Other countries had to spend more on U. S. mer- 
chaidise imports because their nationals, as their 
) purchasing power expanded, demanded more auto- 
moliles and more household equipment. Still other 
countries imported more U. S. machinery, equip- 
ment and steel mill products because their capital 
investment activity is gathering momentum. 


What will be the dollar-spending tendency of 


in 1955 with the exception of the sterling area 
countries which need to replenish their London gold 
and dollar pool. Some of the Southeast Asia coun- 
tries, such as the Philippines, and some of South 
American Republics also need to add to their 
reserves if they are not to operate on a shoe-string 
basis. On the other hand, Venezuela, Western 
Germany, France and the Low Countries are in a 
position to spend freely all the dollars that they 
earn. 

Though the dollars likely to be set aside for the 
building up of reserves may not be much larger 
than in 1955, foreign countries may invest a larger 
share of their earnings than in 1955 in U. S. and 
Canadian securities. This is not a new development. 
Prior to the Second World War, many foreign 
countries, notably Great Britain, permitted their 
nationals to invest in dollar equities so as to assure 
themselves of a steady independent source of dollars. 


Outlook for 1956 Exports 


Assuming that dollar-spending tendencies of 
foreign countries will not differ much from those 
in 1955, one may expect that foreign purchases 
here in 1956 will be about $500 to $1,000 million 
larger, or roughly by the same amount that our 
spending for imports and foreign services may be 
expected to increase. Such an increase would put 
the U. S. 1956 merchandise exports at $14%/,-$1514 
billion. This would make them the largest com- 
mercial exports on record, excluding even the total 
for 1947 when the world-wide shortage of food re- 
sulted in our agricultural exports alone reaching 
the figure of $3.9 billion. 

Exports of farm products in 1956 may again 
show some improvement, as did 1955 exports over 
the 1953 and 1954 figures. But should improvement 
occur, it is likely to be the result of Secretary Ezra 



































ign countries in 1956? The amount likely to T. Benson’s pushing the liquidation of farm sur- 
et aside for the building up of gold and dollar pluses of grains, butter, and other products at 
reserves may be expected to be about the same as_ almost any cost, by (Please turn to page 464) 
U.S. Trade by Selected Areas and Countries 
(In Millions of Dollars) 
U.S. Exports U.S. Imports 
—Full Year—— —9 Months—— —Full Year—— —9 Months—— 
1953 1954 1954 1955 1953 1954 1954 1955 
Western Hemisphere 
ESM SS rte ee eee ee 2,996 2,766 2,069 2,424 2,462 2,375 1,747 1,944 
Latin America 
I er al 763 995 743 586 1,453 1,400 1,058 890 
Caribbean countries ................cc00000 1,746 1,773 1,307 1,343 1,313 1,349 1,061 1,130 
ORL ene eee 413 420 288 354 676 540 427 408 
Total Latin America .................... 2,922 3,188 2,338 2,283 3,442 3,289 2,546 2,428 
Western Europe 
RN NIN So cccccacschaasicecdasoastihanbekeiisas 591 688 441 662 546 501 367 435 
SI NINN Son cnncosaausnareavonennenbanees 355 491 332 433 277 278 200 258 
RN INI 5 cark citi Shs denipasacstbaeasaaunasackoanoss 1,923 2,169 1,505 1,909 1,473 1,258 896 991 
Total Western Europe ................. 2,869 3,348 2,278 3,004 2,296 2,037 1,463 1,684 
Overseas Sterling Area .................0ccccceee 913 941 682 806 1,155 1,021 784 913 
PME iacsnicsceiatisessndsescossiuandonsnssanevessanesshionn 274 256 200 278 150 135 102 121 
IY cheba licniaisaeils sic bbacasshiceacnmaiaaiecsabuemsaainbha 671 678 539 463 262 279 202 302 
EE em ne ne eon ene TO 1,003 1,018 754 671 1,106 1,071 821 912 
PINE dceunscnasisiiacecbsennindacapbneincnnnisbics 11,648 12,195 8,860 9,929 10,873 10,207 7,665 8,304 
a—excluding special categories 
- enemas ci rr 
JANUARY 7, 1956 431 








73, now, probably more people know more 
about the Ford Motor Co.—capital structure, earn- 
ings, dividends, profit margins, salaries of top offi- 
cials and dozens of other details—than any com- 
pany extant, no matter how long its shares may 
have been in public hands. This is not surprising, 
since not even General Motors, American Telephone 
& Telegraph or United States Steel, when they 
were brought to market, had the imposing stature 
of the Ford Motor Co., 1955 Model. Indeed, no of- 
fering of stock to the public has ever assumed the 
magnitude of this one by the Ford Foundation, 
which was set up by the Ford family in 1936 for 
scientific, educational and charitable purposes. 
While the registration statement filed December 
21 with the Securities and Exchange Commission 
has taken care of details hitherto shrouded in ut- 
most secrecy, it has raised numerous questions, to 
each of which there is invariably more than one 
answer. Investors are asking (as they never have 
asked about any other equity) whether the stock 
should be bought here. They also are asking, with 
almost as great frequency, why the Ford Founda- 
tion has decided to sell—and at this time. There are 
many more queries, such as “the investment stat- 
ure” of Ford and how the company stacks up along- 
side GM and Chrysler as a “buy.” It is with such 
questions that we propose to deal at length. 


The ‘‘Why’’ Of The Ford Sale 


There is no lack of virtuosos in analytical arith- 
metic who look with considerable skepticism on 
this stock sale, even though not a dime of the pro- 
ceed will go to the company. Not a few cynics are 
saying the Foundation has chosen this juncture to 
“unload on the public” because market conditions 
never were better and the prospectus would show 
the company’s business at an all-time peak. 

To be sure, the time is excellent from the stand- 
point of the seller, so propitious in fact that the 
10.2 million shares of stock to be offered this month 
represent an increase of 47% over the 6.9 million 
shares which the Foundation announced last No- 
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vember it planned to sell. But strong demand fr 
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an equity is only what any investor would desire 7 
for himself in selling off a part of his own holdings. | 


And he would have no more assurance than tie 7 
Foundation that the market outlook would be even 7 


brighter at some future date. 

One may be certain only that if the stock had 
been offered in the late 1930’s, when the company 
was floundering badly, the durable doubters would 
have had no trouble discerning a plan to unload 
on the public because disaster impended. 

Truth of the matter is that this stock offering 
neither stems from a desire to unload on the pubiic 
nor an eleemosynary gesture to the investment com- 
munity by the Foundation, whose world-wide phi- 
lanthropies never were designed for Wall Street. 
Sale of part of these holdings (the Foundation 
owns 88% of the company’s stock) has been a goal 
of the Foundation for several years as part of a 
program to diversify its investments. Since its 
broad major aim is “advancing human welfare,” 
this largest of private charitable organizations feels 
it must not rely on a single industrial entity to 
provide the wherewithal for this work in all sea- 
sons. A contributory reason could be the growing 
dissatisfaction in Congress with the tax-exempt 
status of foundations endowed exclusively with the 
stock of family-owned corporations. 

Of course, the Ford Foundation is not tipping its 
hand (it would be the choicest tip imaginable), but 
its investment advisory committee may be counted 
on to emphasize income rather than capital gain, 
using part of the proceeds from this sale to evolve 
a balanced investment portfolio that includes stocks, 
bonds and Government obligations. The skeptic: 
Omars already are wondering what the Founda- 
tion will buy that is “one-half so precious as the 
goods they sell.” 


The above is a facsimile of the original Ford Moto) 
Company stock certificate for 255 shares of $100 par 
value, issued to Henry Ford in 1903 when the com- 
pany was organized. 
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As a sort of footnote, it should not be lost on the 
investor that the quest for steady income over the 
vears has prompted the Foundation to attain a 
diversified portfolio. It is no less vital for the indi- 
vidual investor, whose resources are modest, to 
build similarly if income is to be guarded. 


Bulk of Holdings Retained 


Returning to the program of the Foundation, it 
wil! be noted that while 10.2 million shares of its 
Ford stock will be sold to the public, it will retain 
36,' 48,620 shares, with no vote. Thus, it will retain 
slightly more than two-thirds of the share total, 
with the public acquiring slightly more than 20% 
anc the remaining 12% still lodged with the Ford 
farily and allied interests. Obviously, the major 
concern of the Foundation will continue to be the 
for unes of the Ford Motor Co. Of course, the 


Fovndation could (and doubtless will), over the 
years, sell off additional shares of Ford stock. 

t a stockholders’ meeting prior to the offering, 
sla ed for January 18, the Ford Motor Co. plans 
to -eclassify the company’s stock. This will bring 
the total number of shares. outstanding to 
53,/61,470 out of 215 million authorized. Reclassi- 
fice ion will produce three classes of stock — voting 
cor mon, voting Class B and non-voting A, the last 

| bei g shares still held by the Foundation. 

» ‘he Ford family and allied interests will hold 
6,4°0,750 new class B shares with 40% of the total 
' vote, ample for effective controls. Directors and 
ers outside the family will have 632,100 shares 
he new common with 3.5% of the total vote. 
The public, with its 10.2 million shares, will hold 

the remaining 56.5% of the voting power. 
Healers in products of the Ford Motor Co. and 
“certain” employes will be given the chance to buy 
| the stock at the initial public offering price. It has 

_ not been disclosed to date how many shares 


wil! be allotted to these groups, or who the 


The company is believed to have had an excellent 
fourth quarter, although there was some flagging 
of the hectic productive pace in the closing days 
of the year, pointing to per-share earnings for the 
year of about $8. 

Assuming earnings of $8 per share for the 
year just ended and estimating the price of the 
stock to be offered at $72, Ford would be selling 
at about nine times earnings. Based on the $3.27 
per share paid in dividends last year (dividend 
for the first quarter of 1956 has been put at 60 
cents), the $72 price would mean a yield of about 
4.5%. Ford, it will be noted, paid out little more 
than 40% of its net in dividends. Compare these 
figures with its competitors: 

Chrysler should earn about $12 a share for 1955. 
Selling around 90, it figures out to 7.5 times earn- 
ings. Based on the $4 in dividends last year, it is 
priced to yield about the same as Ford. Chrysler 
paid out only one-third of its net to shareholders. 

GM should show something like $4.50 for 1955 
and, priced around 46, is selling at slightly more 
than 10 times earnings. Based on the $2.17 in 
dividends per share (on new stock growing out 
of split) paid last year, the yield is 4.7%. 


Measuring the Giant 


For those investors who have a strong preference 
for the giants and blue chips, Ford should have a 
strong attraction. Its total assets are in excess of 
$2.4 billion, making it the third largest manufactur- 
ing entity in the land, outranked only by GM and 
United States Steel Corp. Total capital and surplus 
at September 30 was $1,840,000,000. This equals 
a book value of about $34.40 a share. Even these 
astronomical sums do not alter the fact that even 
this giant will require seasoning in the marketplace. 
It should, of course, develop investment stature 
in time. (Please turn to page 464) 














“certain” employes are. This still is in the 
planning stage. Dealers entitled to take ad- 
vantage of the offering are those who 
market the company’s cars and trucks, as 
well as tractors and farm implements. Com- 
bined total of all of these dealers is 10,500. 


Ford Profit Margins 


A major consideration in assaying the 
Ford stock (estimates on the offering price 
range from $65 to $75 a share) is the cor- 
porate profit margin. Net return on sales for 
the first nine months was 7.7%, against 
5.6% for the full year 1954 and 8.6% in 
1950. This margin is better than that of 
Chrysler Corp. and not far below that of 


Big Three automotive producers, Chrysler 
on sales and GM earned more 
than 11%. In subsequent years, the Chrysler 
margin fell below 3% while GM remained 
above 6.8%, except for 1953 when the Ex- 
cess Profits Tax took a heavy toll of 
earnings. 

Sales for the nine months ended Septem- 
ber 30 totaled $4,042,600,000 and net profit 
Was $312.2 million, equal to $5.85 a share. 








IMPORTANT INFORMATION ON FORD STOCK 


The Company has no funded debt or short term loans. Its capital 
stock as of December 1, 1955, adjusted to give effect to the re- 
classification is as follows: 


Authorized Outstanding 

Title of Issue Shares Shares 
Common Stock, par value $5 125,000,000 10,832,100* 
Class A Stock, par value $5 75,000,000 36,148,620 
Class B Stock, par value $5 15,000,000 6,480,750 
Total capital stock 215,000,000 53,461,470 


*Excluding 15,000 shares held in the Company's treasury. Additional shares 
may be issued under outstanding options and certain Company plans. 
Shares of Class A Stock may be converted into or exchanged for Com- 
mon Stock, and shares of Class B Stock may be converted into Common 
Stock. 


In 1955, dividends were paid equivalent to $3.27 per share of 
the Company’s capital stock outstanding December 1, 1955, as 
adjusted to give effect to the Reclassification, of which amount $1.31 
per share was considered extra dividends. 


The Board of Directors of the Company has adopted a resolution 
stating an intention to declare a dividend of 60¢ per share for the 
first quarter of 1956 and thereafter to consider the matter of divi- 
dends quarterly, subject to business conditions and the operating 
and financial position of the Company. 


Capital Securities 








Dividends 
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By HENRY NILES 


bY | he subject of stock split-ups is a source of 
never-ending interest to investors and this has been 
particularly true of the past year which witnessed 
a record-breaking number of splits by companies 
ranging in size from the giants to those of quite 
moderate dimensions. In a number of instances, 
profits through stock splits have been of spectacular 
proportions as readers know who have been follow- 
ing The Magazine of Wall Street’s “Candidates for 
Stock Splits”. 

It is important to note that once the split has been 
effected, stock market activity in the shares gener- 
ally subsides. The additional shares traded in on 
the market through the increase in common stock 
capitalization normally require a considerable pe- 
riod in which to be fully digested, and during this 
period, it is not unusual for the split shares to seek 
a lower market level. This gives investors who may 
have missed the opportunity to buy shares before 
they were split a new opportunity at prices more 
in keeping with their investment tastes (and pocket- 
book). 

In order to point attention to interesting situa- 
tions in stocks which have been split and which are 
now available at levels more in conformity with the 
earnings and dividends of the companies, we have 
made a special survey of all stocks listed on the 
New York Stock Exchange during 1954 and 1955, 
which are now selling in the medium and lower-price 
ranges. This is a special group and does not include 
stocks which were split during the period but which, 
even after the split, are selling in the higher price 
range owing to new advances after the split. 

Among the medium and lower-priced stocks which 
have been automatically reduced to more appealing 
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Opportunities in Medium 
and Lower-Priced Stocks 
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price levels through preceding split-ups, are a num- 
ber which have become attractive again, either be- 


cause their yields have improved as compared w the ; 
those prevailing at the time of the split-up or be 7 


cause of revived potentials for price appreciation. 
In a number of instances, both merits exist. In some 
cases, yields have improved not only, obviously, 


because the price of the shares are lower but be-7 
cause cash dividends have been increased subse- 


quent to the split-up. ; 

Of the forty-odd stocks listed on the N. Y. Stock 
Exchange which are again available at more or less 
attractive price levels, following their market de- 
clines after the split-up, we have selected twenty- 
two, either because their dividend yield is relatively 
substantial, under present market conditions, or be- 
cause of their appreciation potentials for the longer- 
term. In certain cases, we have starred those stocks 
that appear to have above-average prospects. 

Since practically all of the 22 issues have been 
covered in some detail at one time or another in re- 
cent months, it does not seem necessary to repeat at 
this time. In future issues, of course, the issues will 
again be covered, either independently or in con- 
junction with the industrial or market groups to 
which they belong. 

We believe the table which accompanies this 
analysis will be found useful by subscribers. It con- 
tains all the essential statistical information; those 
parts of the table showing a comparison between 
prices of shares before the split-up, their subsequent 
lows and the current price should be more than 
ordinarily interesting to investors. For convenience, 
we have rated each stock according to its ce 
sirability as to yield and appreciation. —END. 
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22 Selections from Split Stocks 








Price 1955 
Rate at Net Div. Estimated Indicated 

of Date Subsequent Recent Per Per Net Per Div. Per Current 

Split of Split Low Price Share Share Share Share Yield Rating 
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By J. C. 


A majority of the meat packers, having 
turned in their reports on 1955 fiscal year opera- 
tions, present enough evidence to show that results 
for the year ended last October 31, justified the bet- 
ter feeling that prevailed throughout the industry 
in the early months of the fiscal year. The fact that 
earnings of all reporting meat packers were up, 
from moderate to substantial, over 1954 fiscal year 
was not a complete surprise. In our article titled 
“Can Meat Packers Recover?”’, appearing in the 
January 8, 1955 issue of The Magazine, we said: 
“Right now, there appears to be a good base for 
optimism. Supporting this outlook is the expected 
sustained high level of disposable national income 
and a large and expanding market supply of cattle 
and hogs for processing into beef and pork. This 
improved supply of raw materials, especially hogs, 
can reasonably be expected to produce more favor- 
able results for the packers in 1955 than were 
realized during the 1954 year.” 

Prospects for the 1956 fiscal year appear to be 
equally promising. Indications are that there will be 
little change in the marketings of cattle and calves 
in this year from the volume in the year just closed. 
Because of the estimated increase in the 1955 fall 
pig crop and the expectation that the 1956 crop 
will vary little from that of the previous year, it 
is very likely that there will be a moderate increase 
in the number of hogs coming onto the market. 
This means that livestock slaughter and meat pro- 
duction should hold close to the 1955 record high 
of 26.9 billion pounds made up of approximately 
15.2 billion pounds of beef and veal, 10.9 billion 
pounds of pork, about 750 million pounds of sheep 
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and lamb. According to U. S. Department of Agvi- 
culture estimate, the current year’s meat production 





will run around 27 billion pounds. This figure, how- | 


ever, is believed by some in the industry to be 
moderately conservative. In any event, the USDA 


figure appears large enough to indicate that meat, | 


especially beef and pork in the current fiscal year J 


will be in plentiful supply for a growing population 
that increased its meat consumption in 1955 to 161 
pounds per capita, the highest in 47 years. 

1956 Prospects 


With continuing high levels of employment and 


consumer buying power, this uptrend in meat con- | 


sumption is expected to be maintained through 
1956; and may possibly be above the average of 
the last few years as expected continuously attrac- 
tive prices encourage increased consumer buying. 
Moreover, this anticipated consumer demand, to- 
gether with ample cattle and hog marketings, 
assuring heavy volume operations for the meat 
packers, form a combination that should be favor- 

ably reflected in current year operating results. 
Ample supplies of raw material, expected stable 
prices and good demand in 1956 constitute only 
part of the factor that make the outlook good for 
the meat packers. Of great importance in improving 
the status of the packers is the substantial progress 
in carrying out plant modernization programs and 
the increased advantages being realized from 
locating branch plants in regions of increasing 
populations. Underlying the improving showing of 
the packers is the continuing expansion of allied 
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food lines, including frozen products and ready-to- 
eat or heat-and-serve products, sales of which are 
being stimulated by merchandising techniques of 
the modern supermarkets. 

would be over-optimistic to believe that the 
meat packers have freed themselves from the many 
weaknesses that have long troubled the industry. 
Though practically all issues in the group have 


some way to go before achieving investment 
stature, continuing uptrend in population points 
to . growing market for the industry’s meat and 
oth-r products, presaging continued growth for 
the-e companies. We present comments on several 
of ‘xe group as follows: 


ymour & Co., stands out quite prominently 


be. use of 1955 upsurge that carried net earn- 


ing to $10,108,000, equal to $2.49 a share from 
$1, 57,000, or a deficit of 35 cents a share in 
the previous year, after preferred dividends. 
Tl vear’s earnings result, startling by com- 
pa: son with 1954, reflects the improved situation 
es} -cially because of the increased hog supplies, 
an the greater efficiency Armour has achieved 
th ough its plant modernization program, in- 
elu jing installation of the latest in scientific 
pa xaging and processing machinery. Significant 


co) _ributors to the company were its Auxiliaries 


Group of industries, comprised of the _ soap, 
chemical, adhesive and ammonia divisions, and a 
growing demand for the products of its dairy, 
poultry and margarine products. Although Armour’s 


1955 balance sheet is expected to show strong 
fin.nees there does not appear to be any immedi- 
atc prospects for common dividends inasmuch as 
preferred dividends are in arrears in the amount 
of 518 a share. 


wift & Co., observed its Centennial in 1955, 
by ringing up sales and other income totaling 
$2.408 billion. While this sum fell short of matching 
the previous year’s $2.515 billion, sales tonnage 
reached a new all-time high and net earnings 
climbed from $19 million or $3.22 a share for 
1954 to $22.8 million, equal to $3.87 a share. After 
payment of $2.50 in dividends in fiscal 1955 on 
its capital stock, Swift had a little more than 
$8 million of the year’s net earnings for reinvest- 





were the continued good earnings from plant food 
and related products. Other output increasing in 
volume are industrial oils and fat derivatives, 
soaps, detergents, and adhesives, as well as hide 
and leather in which gains also were scored. 
Another important development in Swift’s varied 
activities is the introduction, in limited markets, 
of frozen foods prepared and packaged to meet 
today’s consumer demand for “‘convenience” foods. 
The group is comprised of frozen meats in a 
number of varieties, frozen poultry and fruit pies. 
These developments refiect Swift’s continuous and 
expanding research in new and improved products 
and new methods designed to serve its customers 
better. Some of the fruits of these efforts are frozen, 
precooked fried chickens, oven-ready stuffed turkeys 
and giblet gravy introduced last year, and an exclu- 
sive Swift packaging process for boneless ham and 
various table-ready meats. Swift which has paid 
dividends in every year, except for 1933, since 1885, 
closed fiscal 1955 with strong finances. Current 
assets, including cash of $30 million, totaled $301 
million, or 2.57 times current liabilities of $117.1 
million. 


Wilson & Co., as a result of profitable fiscal 
1955 operations, has restored its common stock 
to a dividend basis by the declaration of four cash 
payments of 1214 cents each, payable quarterly 
beginning with February 1, 1956. In addition, 
common stockholders of record January 13 will 
receive a special dividend of 3% in stock along 
with the initial cash distribution, the first since 
June, 1952. Although Wilson has not as yet re- 
leased its 1955 earnings report, it has stated that 
declaration of dividends was in recognition of 
improvement in of the company’s financial struc- 
ture and operations during the past year. In this 
connection, it is estimated that the 12 months to 
last October 31 was one of the best in Wilson’s 
history, net earnings being calculated at better 
than $4 million, or about $1.46 a share as com- 
pared with $3.1 million, or $1.03 a share for the 
common in the previous year. Contributing to the 
good showing were higher tonnage sales, improved 
profit margins, helped by ample hog supplies, as 
well as by operating efficiencies through modern- 
ization program and plant rearrangement and re- 
location programs, continuing increasing benefits 
of which should be apparent in the current fiscal 










































































ment in the business. Contributing to 1955 progress year. —END 
Statistical Data on Meat Packing Companies 
- _ J! - s 1954———_ 1955 
Net Div. Net Div. Net Indicated 
Per Per Per Per Per Div. Per Price Range Recent Div 
Share Share Share Share Share Share 1954-1955 Price Yield 
Aemeue & Co. eee aaa es $1.81 $ — I$ .35 $ —- $2.49 $ — 174- 85% 17 —% 
I I ones ss asecscensevanncontsessoannite .06 _ d 4.94 1.46 = 934- 438 8 - 
I Bs NE IR sah cacecctccponssacscnicnipncnsnnd 5.73 2.50 3.41 2.50 7.30 2.50 58 -471%4 58 4.3 
International Packers .................cccc00ccceeeeee 1.60 .60 .94 .60 353 .60 17 - 95% 13 4.6 
NE IIR, ssn sdsnesnets'stapictpccbapessnebene .54 .50 64 .50 3.36 -50 23Ve-1 154 22 2.2 
RR FINI accnanke tse csdenccecsccuchescskcéenssemensinnnnns 5.72 2.40 3.22 3.00 3.87 3.00 5212-4134 47 6.3 
MN ROI a icchtncncnsnceestncsntesecessseansesuinnnensecin 98 - 1.03 _ 1.46} coos® 1558- 8 15 = 
4d—Deficit. 1—Estimated. 2—Declared $.12%2 cash and 3% stock payment payable Feb. 1, 1956. 
3—First 6 months. 
- — SS — aaa 
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A Set of triplets may bear close physical 
resemblance to each other, but differ slightly in 
other respects. This is true of many of the large 
integrated steel companies. Basically, they are steel- 
makers and are competitive either nationally or on 
a regional basis so far as many of their end prod- 
ucts are concerned but in some respects many of 
them, including Armco Steel, National Steel, and 
Inland Steel, ranking among the top ten of the na- 
tion’s steel producers, are more or less specialists 
either in the types of steel produced or in certain 
end products. 

Armco Steel Corporation, the eighth largest of 
the domestic steel companies, for example, has fol- 
lowed a policy established in its early days by con- 
centrating creative efforts on the development and 
production of high-quality, special-purpose steels, 
ranging from basic open hearth to electric furnace 
steels. Over the years, Armco’s research activities 
have resulted in a number of pioneering achieve- 
ments. These include development of non-aging 
steels; steels with coatings of aluminum, asbestos 
or zinc; and steels with controlled magnetic qualities. 
Since the beginning of the postwar period and the 
rapid progress in electronics, guided missiles and 
high-speed aircraft, Armco in intensifying research 
has added to its line of steels by developing new 
steels with special magnetic properties for use in 
radar and other electronic equipment; new stainless 
steels to meet special requirements in the construc- 
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tion of guided missiles and supersonic airplanes; 
and improved oriented electrical steel to increase 
the efficiency of electrical transformers. These prod- 
ucts have further increased the company’s highly 
diversified line of special steels and also expanded 
its already long list of manufactured and fabricated 
products. 


Armco Steel’s Growth 


Product expansion has been paralleled by Armco’s 
growth, especially in the postwar years, through its 
modernization and expansion program involving 
capital expenditures of approximately $312 million 
in the 10 years to the end of 1955. These funds came 
largely from retained earnings, depreciation, and 
approximately $32.5 million realized in 1951 from 
the sale of common stock. Exclusive of $25 million 
borrowed to retire a like amount of preferred stock, 
the net increase in long-term debt since 1945 to 
the close of last year, amounted to a little more than 
$29.7 million. 

In this same period, total assets of the company 
were increased from $206.9 million to $490.1 million, 
a gain of 136 percent, with common shareowners’ 
equity expanding by approximately 115 percent, or 
from $158 million to $339.6 million. Ingot capacity 
of 3.23 million tons in 1946 had been raised by 1954 
to 4.9 million tons and when new facilities, construc- 
tion of which began in the current year are com- 
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pleted early in 1957, ingot capacity will have been 
brought up to 6.126 million tons. To finance this 
program, involving approximately $111 million capi- 
tal expenditures, Armco expects to obtain a substan- 
tial part of necessary funds from earnings and 
depreciation aided, if needed, by $50 million in a 
revolving credit fund which will be available through 
arrangements with a group of 18 commercial banks. 

,lmost all of Armco’s plants will share in the ex- 
pansion program. About 60% of the increase in 
steel making will be at the company’s largest plants 
at Middletown, Ohio, which together with the Zanes- 
vie and Hamilton, Ohio, plants serve the important 
Mid-eontinent area. The remaining 40% increase 
wi.| be at the Sheffield Division’s Houston, Texas, 
Sands Springs, Okla., and Kansas City, Mo., plants. 
The program also provides further increases in 
processing and finishing facilities, increasing out- 
pu’ and further raising operating efficiency, result- 
in in cost savings that should be reflected by a 
stil higher return on invested capital amounting to 
$403.7 million at the end of 1954. In that year, net 
ea-nings of $41.1 million were equal to approxi- 
m: tely 10.98% of invested capital and were 7.72% 
of $532 million of net sales. This compares with 
5.,6% in 1953 net earnings as a percentage of sales, 
the 1954 gain being made despite the fact that 
operations fell to 90.8% of ingot capacity as against 
97 8% in the previous year. As a further index to 
Armeo’s increasing operating efficiency, 1954 net 
earnings on about $56 million lower sales volume 
from 1953, rose to $3.98 a common share from $3.25 
for 1953. Both figures are after giving effect to the 
June, 1955, 2-for-1 stock split. 

n the basis of operating results for the first nine 
months it is evident that Armco will set new record 
highs in both sales and net earnings for 1955. In 
the first three-quarters, operations were at an aver- 
age rate of 101.8% of capacity and net sales hit 
$508.7 million, or 28.3% over sales of $396.4 million 
in the nine months to September 30, 1954, in which 
net earnings of $29.1 million were equal to $2.80 





a share, adjusted for the stock split. In the first 
nine months of 1955, net earnings amounted to 
$45.3 million, or $4.28 a share, presaging net for 
all of this year at close to $5.60 a share. Although 
it has strong finances, its 1954 year-end balance 
sheet showing net working capital at $143.2 million 
dividends on the common stock during the coming 
year will probably be held to the 60-cent quarterly 
rate, increased from 45 cents, with payment in the 
1955 final quarter, in view of the expansion program 
now under way. 


National Steel Corporation 


National Steel Corporation ranks as the fifth 
largest of the nation’s steelmakers. Hot- and cold- 
rolled sheets and strip are among its most important 
products but National is also prominent in the manu- 
facture of tin plate and other types of steel with 
protective coatings as well as its “N-A-X” line of 
low alloy, high tensile steels produced in bars, shapes 
and flat rolled products for use in applications re- 
quiring greater strength, less weight and greater 
resistance to shock or abrasion. 

Together with its steelmaking subsidiaries—the 
Weirton Steel Co., with plants at Weirton, W. Va., 
and Steubenville, Ohio, and the Great Lakes Steel 
Corp., whose steel plant at Detroit is strategically 
located to supply the automotive industry—National 
Steel, at the beginning of this year, had brought its 
ingot capacity up to 6 million from approximately 
3.9 million tons since the end of 1945. This is an 
increase of about 53.8%, achieved through capital 
expenditures totaling almost $400 million since 
1946, for the expansion of blast furnace and open 
hearth capacity and increasing manufacturing and 
fabricating facilities, and raw material sources. 

Last year, National’s property additions, includ- 
ing investments in affiliated raw material companies 
amounted to $59.9 million and followed 1953 ex- 
penditures of $72.5 million which included a new 
$35 million Great Lakes (Please turn to page 454) 




































































Statistical Comparison 
ARMCO STEEL CORP. INLAND STEEL CO. NATIONAL STEEL CORP. 
CAPITALIZATION: * CAPITALIZATION: ** CAPITALIZATION: *** 
Long Term Debt (Mil.) $ 64.0 Long Term Debt (Mil.) $ 97.0 Long Term Debt (Mil.) $ 55.0 
Preferred Stock (Mil.) ss... None Preferred Stock (Mil.) 0... None Preferred Stock (Mil.) .. None 
Common Stock (No. of Shares)...... 5,229,574 | Common Stock (No. of Shares) .... 5,215,967 | Common Stock (No. of Shares)...... 7,379,000 
Total Surplus (Mil.) $287.3 Total Surplus (Mil.) $209.2 Total Surplus (Mil.) $311.2 
Working Capital (Mil.) $143.2 Working Capital (Mil.) $158.1 Working Capital (Mil.) . $124.4 
Book Value (Per Share) $ 32.52 Book Value (Per Share) $ 55.29 Book Value (Per Share) $ 52.52 
Net Earnings Div. Net Earnings Div. Net Earnings Div. 
Sales Per Per Sales Per Per Sales Per Per 
(Millions) Share Share (Millions) Share Share (Millions) Share Share 
1946 $231.9 $2.68 $ 621 1946 $217.7 $3.18 $1.83 1946 $239.7 $3.05 $1.08 
1947 311.6 3.72 1.00 1947 315.0 6.10 2.50 1947 328.9 4.01 1.33 
1948 382.5 3.98 1.002 1948 392.7 7.88 3.00 1948 436.5 5.45 1.66! 
1949 341.3 3.84 1.25 1949 345.8 5.11 3.00 1949 424.8 5.34 1.83 
1950 439.2 5.88 2.00 1950 459.2 7.76 3.50 1950 537.0 7.88 2.85 
1951 534.8 3.35 1.50 | 1951 518.6 7.02 3.50 1951 618.4 6.16 3.00 
1952 518.5 3.01 1.50 | 1952 458.0 4.85 3.00 1952 548.6 §.11 3.00 
| 1953 588.9 3.25 1.50 | 1953 $75.5 6.90 3.50 1953 634.1 6.71 3.25 
| 1954 532.0 3.93 1.50 | 1954 533.1 7.92 3.75 1954 484.0 4.13 3.00 
1955 (9 mos.) 508.7 4.28 1.95t | 1955 (9 mos.) 481.4 6.67 4.25¢ | 1955 (9 mos.) 462.5 4.68 3.25t 
Price Range 1954-55 55%4-16% | Price Range 1954-55 .......911/2-40% Price Range 1954-55 77 2-46 
Recent Price acme siacsce 55 Recent Price . 86 Recent Price 71 
Indicated Dividend $1.95 Indicated Dividend $4.25 Indicated Dividend $3.25 
Indicated Yield 3.5% Indicated Yield 4.9% Indicated Yield 4.5% 
| Bal. sheet items as of Dec. 31, 1954. *** Bal. sheet as of June 30, 1955. 
| + Indicated full year 1955 dividend. ** Bal. sheet items as of Dec. 31, 1954. + Indicated full year 1955 dividend. 
F| 1 Plus stock. | + Indicated full year 1955 dividend. 1 Plus stock. 
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A Study 


Diversification 








By JOSEPH C. POTTER 


SY, our present-day industrial economy, di- 
versification of corporate product has become as 
fashionable as the newest Dior and Dache crea- 
tions, but at ACF Industries it is a story that goes 
back as far as the last century, when the company 
emerged from an amalgamation of a dozen small, 
scattered car-building enterprises. That, of course, 
was horizontal diversification—taking regional car- 
builders, which were serving railroads in their 
respective areas, and forging a single top manage- 
ment, a single sales organization, a single research 
group and, in all, effecting the kind of economies 
an industrial monolith permitted. 

While this far-reaching action created a strong 
organization, it left unanswerable the problem of 
periodic jolts, an occupational disease peculiar to 
railway-car manufacture. Like all builders of roll- 
ing stock, a field in which it ranks second only to 
Pullman, ACF (or American Car & Foundry, as it 
was known for a half century) down the years took 
the bumps as a servant of the carriers. ACF was 
the first among its colleagues to seek a cure. Its 
movement into other fields antedated other makers 
of railway equipment for, back in 1922, it acquired 
the Carter Carburetor. Corp., which gave ACF a 
sizable stake in the up-and-coming automotive in- 
dustry. 

This wise move away from sole dependence on 
the railroads did not solve all the problems of ACF, 
although it was a step in the right direction. The 
fact remains that as recentiy as 1949, 80% of total 
volume came from carrier business. A better appre- 
ciation of the vulnerability of a company primarily 
dependent on railroad business will be gained when 
it is recalled that the carriers, through the years, 





tended to build a growing share of their rolling 
stock in company-owned shops. While ACF did not 
read the handwriting on the wall with the speed 
of a Daniel, it moved fast once a decision had been 
reached. 

These last few years have been marked by a 
spirited scramble to put the major emphasis on lines 
alien to its traditional business. By turning to atomic 
energy, electronics, oilfield equipment, engineering 
and research, ACF whittled the volume of railway 
business by last year to less than one-third of the 
over-all take. Now, the railroads loom, once again, 
as a major customer, but this is not due to any re- 
versal of the company’s diversification philosophy, 
but rather to the dire need of the carriers to expand 
rolling stock and replace obsolete and worn-out cars. 

Diversification has taken hold in every industry 
over the last decade, with companies driven by the 
urge to round out the product line, acquire new 
products, get into a growth field, step up the profit 
margin, or just to turn a medium-size company into 
a giant. Looking backward, it will be seen that for 
the makers of railway equipment there was no elec- 
tion of choice—it was diversify or die. Everybody in 
this business went in for diversity. One company 
(Pressed Steel Car) started to diversify in 1949 
and never stopped until it had gotten completely out 
of the rail-equipment business. 

A turn in the fortunes of ACF came that same 





The Jet Rocket, four-car train (each car consists of three articu- 
lated units) for the Rock Island. This is the first lightweight train 
to be ordered by an American railroad, and is scheduled for 
service this month. The New Haven has also ordered a similar train 


from ACF. 


THE MAGAZINE OF 





WALL STREE 


of 
cia 


m yea 


> ule 
im} 
bee 
ule 
eco 
ing 
mo 
> set 


ros 


© the 
© ord 


Sr tS 


Pasa ae 








ling 

not 
peed 
been 


ya 
ines 
omic 
ring 
way 
the 
rain, 
r re- 
phy, 
pand 
cars. 
istry 
r the 
new 
rofit 
into 
t for 
elec- 
ly in 
pany 
1949 
r out 


same 


urticu- 
+ train 
d for 


- train 





ew 
+ 


» grov 


sin A 


a app! 
» of t 
© cian 
= yeal 


year, when the company started contract work for 
the Atomic Energy Commission. In the intervening 
years, the Nuclear Energy Products Division, oper- 
ating three plants (two at Buffalo and another at 
Albuquerque, N. M.) with 2,000 employees, has come 
to assume an important role in this dynamic field. 
Since the work, in Pentagon parlance, is ‘‘classified,” 
little can be said, but ACF is not unaware of the 
‘ing promise of commercial application, nor 
aluable atomic know-how that has been gained. 
st two years ago, another important milestone 
passed with creation of ACF Electronics, staffed 
ne top men from the electronics division of the 
mal Bureau of Standards. Today, at a plant 
lexandria, Va., the company is producing elec- 
tronic modules, which many makers of television 
and radio sets believe will revolutionize their busi- 
ness. One of the leading manufacturers in the field 
has adopted this module and expects to have full 
procuction early this year. 
ese modules were developed in the post-war 
d by the Government, to which original patent 
cations were assigned. ACF took over the group 
e Bureau of Standards engineers and techni- 
who originated the item. It has spent two 
; and more than $1 million improving the mod- 
nd redesigning the Alexandria plant into an 
ved, full-scale production line. Plans have 
made for increasing the rate of output of mod- 
to a million monthly. Typical of the sort of 
mies that the module promises is the supplant- 
f 150 separate parts in a TV set by only 14 
iles. The advent of the more complex color TV 
expected to prove a bonanza for the module. 
idules, of which we shall be hearing much in 
Electronics Age, are slightly smaller than an 
iary radio tube which, incidentally, rests on 
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it. In production, the module starts out as a ceramic 
wafer that possesses electrical, mechanical and heat 
qualities — ideal for electronic application. Next, 
component elements such as capacitors, resistors and 
inductors are applied. These finally are linked by 
wire to form a compact combination of the support- 
ing elements for an electronic. A tube socket is at- 
tached to the module. 

Early in 1953, Avion Instrument Corp. was pur- 
chased to mark the first step into the field of applied 
electronics by ACF. Today, Avion has expanded 
substantially at Paramus, N. J., and is engaged in 
important research, development and _ production 
work on “classified” products. Work includes de- 
velopment of computers, fire-control systems, navi- 
gational instruments and radar beacons. 


An Oilfield Fixture 


Prior to 1954, ACF had been making lubricated 
plug valves in its Detroit plant and other types of 
valves for pressure tank cars in the tank-car plant 
at Milton, Pa. In April, that year, ACF bought the 
W-K-M Co. of Houston, one of the leading compa- 
nies in the high-pressure steel valve industry, serv- 
ing the oil and gas industries. The company calcu- 
lates that three of every four oil and gas wells in 
the world is controlled by its valves. ACF plug 
valves are used extensively in such varied industries 
as paper mills, chemical plants, ammonia plants, 
pipelines, sewage plants and refineries. 

ACF paid some $7 million for the Houston firm, 
whose facilities now are being expanded. Substan- 
tial growth is envisioned for this wholly-owned sub- 
sidiary. Profit margins are satisfactory. 

Last summer, all property and assets of Key Co. 
were acquired by ACF by exchanging one share of 











Consolidated Income Account 


April 30 
1954 1955 
(000 omitted) 


en I Oe asec hescr scales Sescasndbcscekes $245,087 $190,774 
ON I NN isis scans cadisceasbcwacwacs 208,388 155,618 
Selling, adm. & research exp. .................... 14,220 16,446 
ES IS PRT IN ee RO 3,803 4,523 
IN UN 6 ce danasicncncnnnnoncnanbas 18,676 14,186 
ERIN a 8,558 6,200 
I NE a ae eae eee ro 
en SIE NE OIE ni Sais skasbssscticaseesescnen RR Roe ere 
RIN I I poo cc csunnccnbsashccscamices 1,170 1,131 


NET INCOME 


Please Note: Owing to the recapitalization of ACF Industries in Nov. 
1954 a comparison of income and balance sheet figures of recent date 
ond those of preceding years is not entirely adequate. For that reason, 
we have limited these tables to a comparison of 1954 and 1955, as 
offering a more realistic description of the company as it now stands. 





ACF INDUSTRIES, INC. 





Comparative Balance Sheet | 
April 30 
ASSETS 1954 1955 
(000 omitted) 
il cinasrcsta cian can dousvumnaeidiauidavi $ 10,110 $ 18,228 
Marketable securities Kaien 13,456 6,255 
I, GI encvccicccesicseinisasesdsccencssssecsscsoes 28,002 27,268 
Accrd. unbilled chges. ............ 1,944 6,736 
RN is caiienainis 41,775 47,101 
TOTAL CURRENT ASSETS .......................008 95,287 105,588 
nh rice cabeieasslednn 54,151 63,056 
Car purch. options .................. 906 wees 
BE TE icici sinicieneccsbnansinantucnn ; 063 1,727 
Dn ce 2,701 2,447 
VOCAL ASSES. ................. $153,108 $172,818 
LIABILITIES 
| RT ae 685 $ 21,951 
Accts. payable & aceru. .............sccssssssssess 23,020 22,681 
aiid vesninasiasenses 11,865 10,290 
TOTAL CURRENT LIABILITIES ..................... 35,570 54,922 
EEE Seen es ee eC Ae 
Minority interest . a”) = aos 
Long term debt 5,930 8,904 
I aca cilines ciattpacibeie 28,945 23,519 
SEE IRS ee aire ne isteach eer 18,149 21,433 
ARTs 51,121 64,040 
TOTAL LIABILITIES $153,108 $172,818 
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its common stock for each four shares of Key. Thirty 
thousand shares of ACF were involved. Key is an 
important manufacturer of high-pressure, high- 
temperature fittings for oil refineries, chemical 
plants and power plants. Thus, it will complement 
the growing activities of W-K-M. 

Two years ago, when it was in a frantic buying 
mood (the railroads were buying nothing), ACF 
bought Engineering & Research Corp., now known 
as the Erco Division. Seven miles northeast of the 
nation’s capital, the plant builds simulators for 
more types of military aircraft than any other manu- 
facturer. Its backlog is estimated at $30 million. 


Rail Ties Never Forgotten 


While ACF got away from sole dependence on 
the railroads a generation ago, it has never lost 
sight of the importance to the company of this 
segment of the business. Indeed, its foothold in the 
electronics field should enable it to serve the car- 
riers with an ever-increasing line of new products 
in the age of the push-button railway yards and its 
atomic applications could, in the distant future, of- 
fer a whole new array of services to its oldest cus- 
tomer. 

In its last fiscal year (ended April 30, 1955) ACF 
sales of railway equipment amounted to less than 
30% of the over-all volume, yet it was a year marked 
by steady development and large-scale promotion 
of the famed Talgo train. Trial runs of this light- 
weight, streamlined passenger train were staged on 
several roads. The first Talgo, dubbed the Jet Rocket, 
will go into service this month on the Rock Island 
161-mile run between Chicago and Peoria. The unit, 
made up of four cars, can carry 308 passengers at 
speeds up to 105 miles an hour. It cost $775,000, 
which is about 60% less than conventional equip- 
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ment. Weight will be halved and maintenance cost; 
trimmed on the order of 25%. This new Talgo i 
a modernized, more flexible version of the original 
train, incorporating the advantages of six years of 
practical operating experience of the Spanish Tal 
gos. 

ACF expects the railroads, which have been leg 
venturesome than the airways in providing swift and 
comfortable service, to turn to these lightweizhii— 
low-center-of-gravity trains. In fact, the railroad 
don’t have much choice—their asthmatic relics caja 
hardly be expected to compete with 600-mile-an-houfmyy 
jet airliners. At least, the New Haven has jo nem. 
the Rock Island in a plan to try the Talgo. Of course 
ACF will not have the lightweight-train field tc ity’ 
sel. General Motors (no slouch at diversifica io! Va 
either) could well dominate this field, as it has a few 
others. Budd Co. also is a factor. a 

Passenger- train business, of course, is a men 
drop in the bucket alongside the mad scramble be 7 
the railroads for freight cars. ACF is swamped witi® 
orders and delivery on orders placed now may n¢ 
be made before 1957. It has been estimated ‘hai 
orders placed with freight-car builders in 195° to. 
taled 161,800 cars—highest since 1922, when a } eal 
of 178,210 was reached. i tha 

Railroads, of course, are anxious to get orders ing anc 
before the Government writes finis to the fast ta) Ye 
writeoff. Still, the car-builders aren’t nearly as bus) B adi 
as the order flood would indicate. The car-buil ing thr 
plants of ACF, as an example, are operating at conj loo! 
siderably less than capacity as a result of the steel bot 
shortage. Meanwhile, the freight-car shortage, prob! i tax 
ably the worst in peacetime history, has grown f ‘onjy mo 
an average daily deficit of 9,925 cars in June, 1559 pre 
to 21,542 a day by Nov ember. Behind the shor‘ ages wa 
is the booming farm and factory production pace bre 

Obviously, the carriers showed more aggressive. I pot 
ness in or dering freight cars than they displayed® son 
in modernizing passenger trains. Fortunately, for abl 
the railroads (and, even more important, the naj} nex 
tion), companies such as ACF were still around) adr 
thanks to diversification, to serve these needs. Th) [| 
resurgence of ordering has followed the feast-or¥ tio) 
famine pattern that long has bedeviled ACF. Of thell gai 
total ordered last year, only 15,500 came in the first | stor 
five months. inte 

At least two years of prosperity is ahead for thd sto 
ACF car- building (Please turn to page 458)§ pro 
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Case No. 15 


ITh I Who W a 
vit) Lhe Investor o Wants “Excitement” 
a no! 
d ‘hai 
BE to 
a peaky 4g may seem strange to the many who believe of a huge profit in double time without the necessary 
that there is enough excitement in the market— and careful appraisal of the stock’s value before- 


lers iffand trouble—without deliberately looking for it. hand. There is nothing wrong, of course, with want- 
") Yet, it is the truth that there is a type of “investor”, ing to make money in the market. Far from it! 
si) adventuresome in spirit, with a dash of recklessness We all want to make as much as possible on our 
ing} thrown in, who is bored with the humdrum task of investments but we have to be certain that we go 
#} look ng stolidly after his investments with attendant at it the right way. Certainly, we should not go at 
S bothers such as keeping records and watching the it blindly but that is the very thing most likely to 
"tax angle. He doesn’t in the least mind risking his happen if we ignore every consideration but the 
money in the market, though, naturally, he would naked desire for profit. 
do prefer to win, but he wants to make it the dramatic The fact of the matter is that, as in the parable 
way. Perhaps this is because he wants to be able to of the tortoise and the hare, a great deal more 
brag to his acquaintances when he hits the “jack- money has been made by investors through long-pull 
ee} pot’. Or, it may be because he wants to satisfy retention of sound stocks of growth companies than 
some inner sense of inferiority and, thus, must be by in-and-out moves to cash in on the swings. 
able to prove to himself that he is smarter than the Naturally, this takes a great deal of patience as well 
next fellow, especially if he can’t get his friends to as judgment but the rewards are there to be had. 
admit it. Of course, this will not suit the temperament of 
In any case, what he is intent upon is the sensa-_ the individual who “wants to have fun in the mar- 
‘} tional coup—let us say, a 50 or 100 point profit, with ket”. So we address ourselves to investors whose 
‘gains amounting to 100% , 200% or more ona single attitudes on investments are a little less flamboyant. 
1e firs! stock. Nothing less! And he is particularly dis- To them, we say that if good results are to be 
jinterested in sitting for five or ten years with a_ achieved from one’s determination to get the most 
for the stock even, if in the end, it could bring him a bigger from his investments, some work and attention on 
e€ 458) profit. He wants his 100% or 200% profit and he his part will be necessary. He will not be able to 
._——-jwants it in a hurry, preferably just about at the afford the luxury of buying without investigating, 
iend of the 6-months period when he can cash in’ whether he does it himself or gets his information 
+— "Jon the capital gains tax. through reliable sources. And, he will keep up with 
= Obviously, a diet of hard study into security this job over the years, being ever watchful for 
ivalues isn’t going to interest this chap. Not for him, changes that might affect the securities he holds. 
— =ll the burning of the midnight oil over a corporation He will not expect unusually quick profits though 
_fteport or a serious analysis of the company or the he will, humanly, be pleased if he does not have to 
WJ eonvenient presentation of its outlook in a sound wait too long for good results. This, of course, 
| financial publication. For him, instead, is the “hot applies specifically to his long-term investments. On 
stip’. And this he can have from many helpers, for tee ater tanh. oF ton Wee 6 ls his \ 
sthe “tipsters” abound and all are willing to assist ‘"© Otner Hand, Ih he likes to specu ate, his require- 
| him along on his venturesome path, providing it is ments may not be so far-reaching, but he will at 
4his money and not theirs that he risks. least not raise his expectations beyond what is 
The trouble with this glib approach to speculation reasonable and, even in this more “exciting’’ field 
in the stock market is that the accent is on the he will take care to do a little investigating before 
4 iwrong thing—that is to say, the flashy garnering he leaps. —END 
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We would welcome comments from our subscribers on investment subjects in which they are 
interested, and which they feel would add to the value of this Department. 
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1956 


By EDWIN A. BARNES 


~ 

ne market for fixed income securities has 
just completed a year of great change which has 
been accomplished without any major disturbance 
or radical movement. During the period, credit has 
been under moderate, but steady restraint of the 
government with the result that yields have risen 
to the highest level in years. But because the job 
was handled so expertly, no great outcry came from 
those affected by the increases. Under the guidance 
of the Federal Reserve Board and the Treasury, the 
increases in interest cost have been made as pain- 
lessly as possible in an accelerating economy. 

A juncture has now been reached from which 
further changes can go just as easily in either 
direction. If business conditions continue strong, 
the demand for funds should remain heavy. This, 
coupled with the monetary authorities’ desire to 
keep any inflationary potential well in hand, would 
sustain present interest levels and even possibly 
push them a little higher. On the other hand, a 
decline in economic activity would probably be ac- 
companied by a reversal of the current rising trend 
based on reduced business need for funds and at- 
tempts by Government agencies to encourage new 
investment. These would be reflected more in the 
nearby maturities of debt securities than in the 
longer term issues which have not participated as 
fully in the rise in interest rates. 

While opinion of the many professional and ama- 
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Bond Market 
Outlook for 





di- 
ed 


teur economic forecasters is well 
vided between those who see sustai 
strong markets for autos and hous 
and those who expect adjustments 

year, several clearly defined trends 
visible in the fields that influence 
rectly the bond and preferred s' 
price levels. 


di- 


Bond Market Stable 


to assume that purchases of fixed n- 
come issues at this time possess a m 4i- 
mum risk of adverse market devel )p- 
ment. The chance that yields on lng 
term issues will rise much above ¢ ir- 
rent levels and thus depress prices on 
outstanding issues is far outweig! ed 
by the prospects that rates will h ld 
at current levels or move slightly low er. 
Basically, the need for long tem 
investment paper to supply the ap e- 
tites of institutional investors like p»n- 
sion funds and insurance compar es 
which are as hungry as growing ¢. il- 
dren will barely be satisfied by he 
amount of borrowing anticipated fr om 
corporate and municipal sources. 
Furthermore, added demand for fi: ed 
income issues may well develop if st«ck 
market prices rise further or give some 
other reasons for individual investors 
to seek the greater safety of income 
that is afforded by bonds and prefer: ed 
shares. Corporations planning to bring 
new issues to market this year may 
well take advantage of this possibil ty 
by making their offerings in the form 
of convertible bonds and convertivle 







preferred shares. These would attract | 


ng § 
nis % 
ire @ 


t 


« 


3 


the buying interest of those investors who want the | 


shelter of fixed income issues yet desire to share 
in the growth possibilities of common stock. 

The most important single influence on securities 
yields, remains the activities of government agen- 


cies. With their huge potential for issuing securities | 


or for buying them, trends can be developed by the 
Federal Reserve and the Treasury and supported 
over a protracted period of time. This was proven 
conclusively during World War II and right up to 
the time that the “plug was pulled” from under 
Treasury issues. 

However, during the past year, it has been shown 
that corporate securities need not follow Govern- 
ments exactly. A notable development has been the 
flattening of yield curves which has had the two 
fold effect of narrowing the differences between 
yields on long term issues and shorter maturity 
securities and between yields on highest grade and 
lesser quality identical maturity securities. While 
the secondary quality long term issues have experi- 
enced an increase in yields (and corresponding 
price decline) during the past 12 months, the rise 
has been less than for highest quality long term 
debt securities which, in turn, was less than on 
rates applicable to short maturity issues. The more 
speculative, especially railroad junior liens, have 
not recovered. At this writing, these issues have 
lost half their total gain for the year. 
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Highest grade corporate bonds rose about 25 . BOND YIELDS 
basis points in yield during the last 12 months com- % 
pared with a rise of 15 points in the yield on me- a | T 
dium grade company bonds. The top quality issues Nn 
currently available on about a 3.15 per cent EDIUM- GR 5 ™ 
are current) ; } CORPORATE (1s) , 
average yield as compared with around 3.60 per af Neva Mies isi 
cent for medium grade corporate securities. As the wr". : 
viel\ds increased, prices on outstanding issues de- “, 
clined correspondingly. Prices eased in open mar- “i S 
ket rading of these issues in adjustment to the 3I-HiGHEST- GRADE 5 Val 
interest rate rise. CORPORATE (AI +) io 
Focoming economic conditions with inflation loom- 7 on ft Fad 
ing in the background as a major threat to the al atl pr i v 
cou itry’s business and political stability caused the ... = ji NG- | te 
government to continue exercising its policy of ® Y eel 
moc crate credit restraint. These culminated in a 
sev ral increases in the level of discount rates to 3) M) 
the highest level in 20 years. Banks borrowing 
fro’ the Federal Reserve were paying 214 per cent MUNICIPAL 
; “ ; f2 (TAX-FREE) 
interest following a Nov. 18 hike of 14 per cent. 
Thi was an advance of a full percentage point 
dur ng the year. Despite the rise, the current dis- 
cou it rate is still far below the levels which pre- 
vai! d before 1930. 
Te policy of credit restraint adopted early in the . 
yea’ was a reversal of the “moderate ease” that 
pre: ailed during 1954 as the Federal agencies sought 
to cnange from means of stimulating business ac- 
tivi vy to those which check the reins. U.S. bonds, 
whi-h for some months had been rising in price 
from. July 1954 lows backed down . bit early in 
the vear as it became obvious that credit policy had ; ; > - : . ; 
beer: shifted. Higher grades of canna bonds, ” ” - 32 ad ta 3% 
under the stimulus of strong demand from pension Treasury and Reserve policies. Lows for last year 
funis held comparatively steady. Yields on tax were generally set in August and early yer 
exempt State and municipal bonds of the highest when discount rates were being raised from 13 
quaiity, which had increased to about 2-7/16 per per cent to 214, per cent. At the bottom, longest 
cenit in March from 2!4 per cent low in August term treasury bonds were off 5 or 6 points from 
1954, receded a bit in April following the first ad- December 1954 prices resulting in an increase in 
vance of the discount rate. vields to 2.88 per cent from 2.63 per cent. From 
Corporate bond prices during the year resisted August to early November, these prices were in- 
the rise in Governments partly because the supply creased about 2 points but then gave up 1 point 
of new issues declined sharply for all industrial and toward the end of (Please turn to page 456) 
' groups except sales finance 
companies which were re- 
' quired to borrow heavily to Bonds for Investment 
find funds to support their - unechaes 
own rising consumer credit beeen 
loans. Companies borrowed Call Market Yield to Covered 
less because retained profit Issue Price Price Range 1955 Maturity 1954 
from record breaking earn- EP aig ew sama 
ings and huge sums gener- American Tel. & Tel. 3%'s 1973 = on nan "ae 105Y%-101Y%,  3.28° 5.18 
ated from depreciation and Atch., Topeka Gen. 4's 1995 NC 116% 121%0115% 3231 
accelerated amortization sup- Chic., Burl. & Quincy 2%'s 1970 103% 93% 98%- 93%, 2.92 6.22 
' plied most of the cash needed Commonwealth Ed. 3's 1977 105 97, 101%- 96% 3.18 7.30 
to meet the heavy rate of General Motors 34's 1979 104 101% 104%-100 3.15 69.06 
capital expenditures. Fur- Southern Bell Tel. 3's 1979 106 99 101Y%- 96 3.05 5.55 
thermore, high stock market MEDIUM GRADE BONDS 
prices convinced many com- Columbia Gas Sys. deb. 31/2's 1979 105 100% 105%-100% 3.40 4.76 
panies which had to raise Inland Steel 3.2’s Ist Mortg. 1982 102% 99%, 102 - 99% 3.10 13.60 
funds publicly to do so by ". ¥.. Chie 6%. Sooty Os 1088 pe pn nl = 4 5.64 
1s . ; acific Gas ectric 3's ‘4 J 3 
Oe ee OF cenveree fl team Ga duh. Ps 108 103 101 103-100 2.90 34.5 
straight bonds. TOLL ROAD AUTHORITIES Market Yield to 
Prices of corporate and Price Maturity* 
municipal debt securities did Bette Dean 2's 808... a 95 3.60 
. , assachusetts Turnpike 3.30's 101 3.25 
Ee ee EASA CAS. || Ohio Turpike 332 1992 a 1023.20 
Federal issues but they did *Tax exempt. 
pursue the trend set by 























AND 


INCOME 


Trade 

Personal income is at a record 
level, but so is consumer and 
mortgage debt. Total sales of re- 
tail stores in November, while 
8% over a year ago, were down 
1% from October, after seasonal 
adjustment. The shrinkage was 
solely in demand for automobiles 
and other durable goods, but 
sales of soft goods merely held 
even with October. Of course, dol- 
lar volume of Christmas trade 
set a new record, but the gain is 
described by many merchants as 
“a little disappointing.” One 
swallow does not make a winter, 
but these tentative indications 
of an inclination by consumers 
to slow spending a bit and save 
more will bear watching, both in 
implications for general business 
activity and market performance 
of retail stocks. At a time when 
seasonal market psychology has 
generally been in their favor, de- 
partment store stocks have not 
bettered their average high of 
last September. Stocks of general 
merchandise chains, including 
mail order companies, are cur- 
rently under their best Novem- 
ber level. Despite moderately im- 
proved 1955 earnings, variety- 
chain stocks continue to perform 
relatively poorly. 
Steel 

The steel industry has oper- 
ated at so high an average per- 
centage of capacity in 1955 that, 
under the best conceivable condi- 
tions, 1956 earnings could not be 
more than moderately increased. 
The benefit of selective price 
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boosts, and probable further in- 
creases in prices, may be about 
offset by the coming additional 


round of wage hikes. The in- 
dustry starts 1956 on about a ca- 
pacity operating basis. That fact 
increases the chances that any 
change later on in the year may 
be downward. Sentiment in the 
industry is highly optimistic, as 
pointed up by large scheduled 
outlays for expansion of capacity 
in 1956 and beyond. Yet the 
stocks so far have been unable 
to get above last September’s 
high. 


Beneficiaries 

Steel industry expansion fig- 
ures to benefit various com- 
panies, including makers of re- 
fractory materials and of steel 
mill equipment. The two prin- 
cipal refractory makers are Gen- 
eral Refractories and Harbison- 
Walker. The 1955 profit of the 
former may be close to double 





Cosden Petroleum Corp. 
Chicago Pneumatic Tool 
Joy Manufacturing Co. 
Zenith Radio Corp. 
Addressograph - Multigraph 
North American Aviation an 
Coca-Cola Co. 

Del. & Hudson Co. & Subs. 
Corning Glass Works 
Macy & Co., R. H. 


_—— lee 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1955 1954 

. 6 mos. Oct. 31 $2.28 $1.67 

.. 9 mos. Sept. 30 4.29 3.33 
Year Sept. 30 6.36 4.24 

.. Quar. Sept. 30 3.81 2.61 
.. Quar. Oct. 31 1.80 1.34 
. Year Sept. 30 9.42 6.46 

. 9 mos. Sept. 30 5.39 4.96 

.. 10 mos. Oct. 31 10.12 44 
.. 40 weeks Oct. 9 2.12 1.78 
13 weeks Oct. 29 1.06 .89 


1954’s $2.27 a share (adjus ed 
for recent 25% stock dividen 1), 
It could be materially higher in 
1956. The stock is on a $2 divi- 
dend basis. Yielding about 5.7 % 
at 35, it is a better than averige 
speculative value. The same is so 





of Harbison-Walker, which may| 


report over $5 a share for 1955, 
against 1954’s $3.02; and which 
may well gain further in 1956. 
Dividends are on a $2.50 basis 
and might be subject to later 
1956 increase. Finances are 


strong. The stock is at 53, yield- J 


ing 4.7% on the present dividend 
basis. 
Others 

Mesta Machine is a _ well-re- 
garded maker of steel mill ma- 
chinery. Its 1955 profit probably 
will be 20% or so under 1954’s 
$5.38 a share, reflecting earlier 
shrinkage in the order backlog. 
However, the latter has risen 
strongly in recent months; and 
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the company now seems assured 
of all the business it can handle 
for at least a couple of years. 
This promises a strong gain in 
1956 and 1957 earnings. Finances 
are strong. Dividends for 1955 
tota! $3, including a 50-cent ex- 
tra paid last January. On this 


basis, the stock yields nearly 
6.2°. at 4814. Payments have 
beer continuous since 1914, and 
there could well be some liberali- 


gation ahead. United Engineer- 
ing « Foundry is one of the larg- 
est makers of steel-mil] equip- 
men and other heavy machinery. 
The situation is similar to Mes- 
ta’s in that 1955 earnings will 
be under 1954’s $1.37 a share 
and that the order backlog is 
now sharply higher. It compares 
unfivorably with Mesta in fi- 
nanves and operating margin. 
Even so, the 80-cent dividend 
may be boosted materially over a 
period of time; and the stock 
should have above-average specu- 
lative possibilities at 1514. 
Question 

Among the following things, 
which has grown the most since 
the initial postwar year 1946: 
population, car registrations, 
electric power output, construc- 
tion or over-all manufacturing 
output? The answer is electric 
power output. Moreover, no end 
to its growth is now foreseeable. 
This makes power stocks among 
the most foolproof for conserva- 
tive investors. The risk is less 
than in most industrials or rails; 
and, despite equity dilution re- 
sulting from expansion financing, 
per-share earnings grow ata rate 
suflicient to permit substantial 
capital gains over extended pe- 
riods of time. 


_ Contrast 


NOT 





In_ utilities, as with other 
stocks, you get what you pay for. 
The stronger is the growth poten- 
tial, the higher is the price-earn- 








LS 


ings ratio and the lower is the 
yield. The higher the current 
yield, the lower is the potential 
for growth and capital gain as a 
general rule. To illustrate, you 
can buy Boston Edison at 56, 
yielding 5% on a secure $2.80 
dividend. It has paid the same 
dividend for the last seven years. 
Earnings of $3.12 a share in 
1954 about equalled what they 
were over a generation ago in 
1932, when the dividend was 
$3.20. If you had bought the stock 
at its average 1949 price, you 
would now have a profit of not 
quite 29%. Florida Power & 
Light “looks high’ at 37%, 
yielding 3.2% on a $1.20 divi- 
dend and earning around $2 a 
share. But dividends have _ in- 
creased for nine consecutive 
years; and earnings have more 
than doubled over the last seven 
years. Had you bought this stock 
at its average 1949 price, you 
would now have a profit of 284%, 
and you would be getting a divi- 
dend return of 12.3% on your 
investment. The company’s fu- 
ture growth rate may or may not 
equal that of the past; but, with 
no slackening yet evident, it will 
surely far exceed that of Boston 
Edison. In no event can you 
make big money in any utility 
excepting over a period of years. 
Yet the “percentage” is certainly 
to buy growth utilities, not only 
for profit but for eventual excel- 
lent return on investment. As 
demonstrated by the examples 
cited here, the current sacrifice 
in yield as between a growth 
utility and a relatively static util- 
ity is temporary. We do not see 
how one can go wrong on a long- 
pull basis in buying utilities like 
Florida Power & Light, Florida 
Power Corp., American Gas & 
Electric, Central & South West, 
Gulf States Utilities, Houston 
Light & Power, Southern Com- 








Northrop Aircraft, Inc. 

American Cable & Radio 
Rohr Aircraft Corp....... 

Chicago Yellow Cab....... 
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Fedders-Quigan Corp......... 

Twentieth Century-Fox Film... 
McGraw Electric Co... ‘ 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 








1955 1954 

.. Quar. Oct. 31 $1.35 $2.02 
. 9 mos. Sept. 30 .20 .37 
Quar. Oct. 31 73 .87 

.. Quar. Sept. 30 .12 .78 
10 mos. Oct. 31 .06 14 

.. Year Aug. 31 .36 61 
.. 13 weeks Sept. 24 -62 1.00 
. 9 mos. Sept. 30 3.45 4.02 
Quar. Nov. 4 .67 -86 
Year Sept. 30 .31 1.15 





pany, Middle South Utilities, or 
Texas Utilities. 
Vigorous 

Under invigorated manage- 
ment, U. S. Plywood, fully inte- 
grated and biggest producer of 
plywood, is faring well. Earnings 
of $1.55 a share for the fiscal 
quarter ended October 30 showed 
a year-to-year gain of nearly 
60%, suggesting between $5.50 
and $6 a share for the year end- 
ing next April 30, against $3.52 
in the prior year. That, plus com- 
fortable finances, should permit 
a substantial liberalization of the 
conservative $1.80 dividend. At 
40, the stock is priced around 7 
times earning power. It has in a 
number of past years sold at 10 
or more times earnings. This 
analysis suggests a price poten- 
tial of 50 to 60. 

Strong 

Stocks performing consider- 
ably better than the general mar- 
ket at this writing include: Air 
Reduction, American Steel 
Foundries, Bridgeport Brass, 
Diamond Alkali, Central & South 
West, Cutler Hammer, Emerson 
Electric Mfg., Hershey Chocolate, 
Ingersoll Rand, Goodrich, East- 
ern Stainless Steel, General 
American Transportation, Ma- 
sonite and Standard Oil (New 
Jersey). Stocks under more or 
less selling pressure’ include 
Chrysler, General Motors, Kress, 
Allied Mills, American Enka, An- 
derson Clayton, Lionel, Bulova 
Watch, Manati Sugar, Natomas 
and Twentieth Century-Fox. 
‘‘Insiders’”’ 

Stocks in which one or more 
“insiders” (officers, directors or 
holders of 10% or larger stock 
interests) did some selling in No- 
vember include: Allied Stores, 
American Airlines, Armco Steel, 
Bulova Watch, and Island Creek 
Coal. Some insider non-option 
buying was reported in Celanese, 
Belding Heminway, General Pub- 
lic Service, Jones & Laughlin, 
and Moore-McCormack Lines. 
Air Lines 

After sagging in an uptrend 
market since last June, air trans- 
port stocks appear to have been 
over-sold; and, with tax-selling 
pressure out of the way, should 
be subject to a sizable rally. De- 
spite the increased proportion of 
low-fare coach business now be- 
ing handled, earnings have 
gained strongly in 1955 in most 
instances. They figure to rise fur- 
ther in 1956 because (1) traffic is 
in a continuing uptrend; and (2) 

(Please turn to page 468) 


447 











The Business Analyst 





K~ 























































BUSINESS ACTIVITY 


PER CAPITA BASIS 


mW. S. INDEX 

1935 -39 = tee 
i in | 
230 + 


170 - 


160 — 


160 = 


140 > 


130- 


120-4 





lio-— 














Ciao? 


WwEeKs 
aco 


Crean 


Aso 


all 


all 





















By E. K. A. 


WHAT’S AHEAD FOR BUSINESS? 





Businesses which provide the goods and services for our 
rural areas are keenly aware of the decline in farm income, 
which is reflected in everything from equipment machinery 
to consumer durables. The investor getting a higher dividend 


return for his capital and 
the employe receiving sal- 
ary increases and Christmas 
bonuses may not realize 
that conditions in the rural 
regions have undergone a 
marked change too, only 
not for the better. Prices of 
agricultural products, which 
are their stock in trade, have 
slumped more than 25% 
from the high level of 1951. 

Farm produce is the one 
large segment of our econ- 
omy that has been sore be- 
set in the intervening years. 
It is not easy to assess the 
share of blame that attaches 
to political influences, which 
have been paramount for 
more than a_ generation. 
Nor is this the task we have 
set for ourselves here. It is 
rather our chore to relate 
conditions in agriculture to 
what's ahead for business. 
We can’t afford to overlook 
the danger to the whole 
economy that stems from a 
depressed agricultural seg- 
ment. 

It is difficult for numerous 
people to realize that prices 
can fall in one part of the 
economy while rising to rec- 
ord levels on other fronts. 
Indeed, many people re- 
gard this as a danger sign. 
Others look upon the de- 
cline in farm prices as a 
readjustment to a peacetime 
economy. Prices received by 
farmers began to decline in 
February of 1951 and made 
some recovery through most 
of 1952, both periods 
marked by war in Korea. 
The decline resumed in Sep- 
tember of 1952, while the 


war still was on, 
and has continued 
down to the pres- 
ent. 

Historically, the 
level of prices re- 
ceived by farmers 
leads the level of 
all prices during 
an upswing in the 
business cycle. Like- 
wise, the level of 
prices of farm 
products precedes 
the level of all 
prices during a 
downswing in the 
business cycle. It is 
somewhat unusual 
when prices of farm 
products fall while 
the prices of manu- 


Yet this has been the situation in the current prosperity 


factured goods and services in the rest of the economy zs 
the nation has been enjoying. 
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Interdependence of the economic sectors is a result of the P it d 


flow of goods and services from one sector to another. pout! 
Goods and services which move from factory to farm are) 0 
used to produce farm products, which flow back through) '€9! 
industry to consumers. The stream of goods and services is) '"9- 
endless. Interdependence is of great interest because of the |) 0! 
plight of the farm front. @ flat 


Agriculture has become more dependent on industry and 


inte 
tern 


services as economic progress has been made in this coun- i; 


try. Dependence on industry is shown by the quantity of 
goods and services bought by farmers from the industrial 
segment. In 1929, agriculture used $6.2 billion of goods and 
services (measured in constant 1953 dollars) to produce the 


dryi 
to tl 
to ¢ 


ary 


output of the agricultural sector. By 1953, the flow of goods) ..i4 


and services to farms had increased to $12.8 billion by the 
same measure. In 1929, agriculture needed 25 cents worth of 
industrial goods and services per dollar of output in agri- 
culture. By 1949, the requirements had risen to 35 cents 


The relationship between agriculture and other segments | 
of the economy is subject to constant change. Agriculture has 
become more dependent on industry and further adoption 
of technological developments probably will cause the agfi- 
cultural sector to depend even more on industry. All signs 
point to rapid development of industry and far less rapid 
growth of the farm segment. At least there is not nowy in 
sight a solution to the problem of farm surpluses that nokvody 
in this country or abroad seems to want. 
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HIGHLIGHTS 


MON*Y & CREDIT—Financial analysts are still searching 
for c ves to future credit policy in last month’s sudden 
abroc ation of a two-year old directive by the Federal MONEY AND BANK CREDIT 
Reserve Board’s Open Market Committee. The policy [WEEKLY REPORTING MEMBER BANKS] 
rever al came about as the result of the Treasury's $12 
i billio refunding operation which ran into trouble in 
| the ‘orm of a weak market, a recent rise in the re- 
© discc nt rate and a soaring demand for short-term funds. 
) In the se circumstances, the commercial banks were eager 
to h their holdings of maturing securities and the 
> entir: refunding operation appeared to be in danger of 
7 dism«' failure. Faced by such a serious denouement, the 
5 Centr :| Bank was constrained to do its part in mustering TOTAL LOANS & 
Hsuppct for the issue. Unorthodox part of the rescue | INVESTMENTS 
hoperc ion was the decision to purchase certificates in- 
\volve i in the refinancing, in direct contradiction to the 
| policy adopted in September, 1953, which clearly stated 
) that .1e Open Market Committee was not to give direct 
help o Treasury financing by buying maturing issues, 
wher issued securities or outstanding issues of com- 
paraile maturity. In explanation of the Reserve’s de- 
parture from the usual support pattern, which involves NS 
bolstering the reserves of the commercial banks by bill 
purchases, it should be noted that such a course was INVESTMENTS. IN 
= made difficult by the inadequate supply of such obliga- s 1S 
F tions, plus the fact that this action might still not have 
generated any support for the securities involved in the 
Prefincncing. In the light of attendant circumstances it CT: } 
sperity does not appear that the Federal Reserve's action por- 
stends any immediate change in credit policy. However, mt 
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of the @ it does point up the increasing flexibility of the monetary AE Gre —, tote 
1other. |) vthorities in adapting their methods to the needs of the - 1953. — = ‘95% 1955 
m are);moment. This may have a bearing on future policy as 














irough |) regards the level of interest rates for long-term borrow- 
ices is) ing. These rates have been relatively stable in recent 
of the) months despite rising costs for short-term funds. If in- 

Hflationary pressures increase, the Central Bank could December, 1954 dollar volume was at relatively high 


Hintervene more directly in tightening the supply of long- levels. In the latest week, household gifts, toys and 


y On¢ | term credit by’selling Treasury bonds now in its portfolio. children’s clothing were in special demand. Furniture 
Coun In the bond markets, the year end saw the usual and food stores did quite well and auto dealers reported 
wd of Badrying up of the supply of new issues as borrowers took a small increase from previous weeks. 

dustrial Bio the side lines. Dealers took advantage of the situation 

ds an fe clean up inventories and prepare for sizable Janu- covtalilipinin 

ice the ary flotations, while seasoned obligations firmed after a 

goods § mid-December sinking spell. This month will see the offer- ’ ; 

by the ing of the biggest equity issue ever floated, the gigantic INDUSTRY—Industrial output was higher in December, 


orth of ‘ford Motor Company stock sale, which is expected to according to the monthly survey of the National Associ- 
N a9" Ebring in some $700 million for the non-profit Ford ation of Purchasing Agents, although the tempo of in- 


ents.  FFoundation. coming orders slowed a bit during the month. Prices 
gments | of industrial commodities were higher than in November 
ure has sails and further increases, especially in steel, were expected. 
doption Inventories were on the higher side with some increase 


reported in the ratio of stocks to output. 


i pw TRADE—Retail sales were well maintained last month 
rapid ‘according to estimates by Dun & Bradstreet. In the week ane 


ws ending Wednesday, Dec. 21, total dollar volume is esti- 
sokiod ated at some 5% ahead of a year ago. It is doubtful, 
oneeyShowever, that total December sales will match the year- COMMODITIES—The Bureau of Labor Statistics’ index of 


; No-year increases achieved in previous months, as (Please turn to the following page) 
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Latest Previous Pre- ie 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK | 
Date Month Month Ago _—_— Harbor* 
| MILITARY EXPENDITURES—$b (©) — | Nov. 3.0 3.1 3.2 1.6 (Continued from page 449) i. a" 
Cumulative from mid-1940_____ Nov. 608.4 605.4 568.1 13.8 22 leading commodities rose 0.¢% |7 
the two weeks ending December ‘ 3, |e 
FEDERAL GROSS DEBT Dec. 2 ' , ” . 
* 2= llc = to close at 89.9% of the 1947-19 3 | 
| MONEY SUPPLY-$b average. Components which clos:d |/7| ¢ 
Demand Deposits—94 Centers_____ | Dec. 14 58.6 57.3 57.9 26.1 higher included raw foods, up 1.1 6, 
| Currency in Circulati Dec. 21 31.4 31.2 30.9 10.7 livestock 2.7%, metals 0.6% and fc ts | 
| BANK DEBITS—(rb)** and oils, which advanced 2.3%. Tex- Is 
| New York City—$b_______ Nov. 68.2 66.9 632 161 tiles and fibers lost 0.7% while row |) & 
| 343 Other Centers—$b___ | Nov. 110.9 104.1 99.1 29.0 = commodities were vu 1- F - 
changed. s( 
PERSONAL INCOME-$b (cd2) Oct. 309.6 307.9 288.4 102 . re a 
Salaries and Wages______ | oct. 214 212 197 99 - ' be 
~osescaaey ve ih i NEW CONSTRUCTION in Novem =r || - 
Interest and Dividend Oct. 28 27 25 10 was valued at $3.6 billion, a seasonal | 
Transfer Payment Oct. 17 17 17 10 decline from October outlays of $39 
(INCOME FROM AGRICULTURE) Oct. 15 15 15 3 billion, but still 7% ahead of Novers- 3 
ber, 1954. In the first eleven mont 1s |/7 
POPULATION—m (e) (cb) Nov. 166.3 166.0 1635 133.8 of 1955 expenditures for new cor- — 
Non-Institutional, Age 14 & Over_— | yoy 117.9 117.7 116.6 101.8 A d 9 billi 
‘chitin, tedinn teen . : : . . struction amounted to $38. illio 4, 
pontiac Se. 67.2 67.3 64.6 55.6 virtually assuring a new record of $-2 
at a Nov. 3.0 3.0 3.3 1.6 billion for the year as a whole. Priva'e |f 
diets — Nov. 2.4 2.1 2.9 3.8 residential building in November wus |} 
‘aa Seecfiece Nov. 64.8 65.2 61.7 51.8 % under the previous month but tle F — 
A eel 6.9 7.9 6.2 8.0 same amount ahead of a year ago. || ®™ 
siete tie Nov. 57.9 57.3 55.6 43.2 Nonresidential building ran 27% 
—————————— . 
. So Nov. 40.5 42.0 40.6 42.0 above November, 1954 with commer- ie 
EMPLOYEES, Non-Farm—m (1b) Nov. 50.6 50.5 48.8 37.5 cial construction achieving the biggest || Ml 
Government Nov. 7.1 7.1 6.9 4.8 gain. Expenditures for farm construc- 
Trade Nov. WA 10.9 10.7 7.9 tion lagged, running 10% under a f 
Factory Nov. 13.5 13.4 12.7 11.7 year ago while public utility eer 4 
Weekly Hours Nov. 41.2 41.1 40.2 40.4 were only 1% ahead of the cor- |] _ 
Hourly Wage ($)_____________ | Nov. 1.93 1.91 1.83 0.66 | responding 1954 period. Public con- |} 
Weekly Wage ($)__________ | Nov. 79.52 7850 73.57 21.33 | struction in November was 16% under |} edll 
PRICES—Wholesale (ib2) Dec. 20 11.2 111.1—«*109.5 66.9 the previous month, a normal season- 
Retail (cd) Sept. 208.8 208.4 208.2 +«116.2_~—«|:O! drop for this type of building. ‘| tion 
* * * Il st— 
COST OF LIVING (Ib2) Oct. 114.9 114.9 114.5 65.9 =| — 
Food Oct. 1108 1116 1118 © 659 MACHINE TOOL ORDERS shot up- |/ 
Clothing on. 1046 1046 1046 59.5 ward in November, totaling $128.0 |§ — 
Rent Oct. 130.8 130.55 129.0 89.7 —, the — > ath i than | ma 
eatam TeAabe-on"* “4 ane and — ° - $35.4 | te 
Retail Store Sales (cd)____________ | Oct. 15.8 15.8 14.1 4.7 ee ee a ee 
ago. December orders appear to be |fj —— 
Durable Goods Oct. 5.8 5.8 47 1.1 Amp ‘ 4) 
maintaining high November rates |] 3 
Non-Durable Goods_____ | Oct. 10.0 10.0 9.4 3.6 . TE | 
Pmat : with a $43 million order from the Air |} 10 , 
ep’t Store Sales (mrb)___________ | Oct. 0.92 0.92 0.85 0.34 . . a7 
Sinnnns teadin, Guiliie, ohh ce a . Force helping to sustain the pace. in|} 7 + 
: : = 6 4.3 29.0 9.0 the first eleven months of this year, | 
MANUFACTURERS’ new orders amounted to $809.7 mil- |] 9 
New Orders—$b (cd) Total** Oct. 27.4 28.3 22.9 14.6 lion versus only $500.4 million for the gy 
Durable Goods. Oct. 14.0 14.9 10.8 7.1 corresponding 1954 period. Machine | 4 | 
Non-Durable Goods____ | Oct. 13.3 13.4 12.1 7.5 tool shipments in November were | 3 | 
Shipments—$b (ed)—Totals** Oct. 26.6 27.2 22.5 8.3 valued at $63.5 million, up from § +> 
Durable Goods Oct. 13.3 13.7 10.3 4.1 $60.4 million in October and $53.1 9] 4< 
Non-Durable Goods_________ | Oct. 13.4 13.5 12.2 4.2 million a year ago. Because of the |] 9 < 
BUSINESS INVENTORIES, End Mo.** length of time involved in producing ' . 
Total—$b (cd) Oct. 80.7 80.0 76.9 28.6 certain machine tools, the level of |} 4 
PO aa Oct. 45.2 44.7 43.2 16.4 shipments may not catch up with in- ] 65 
Whiolseuilere’ Oct. 12.2 12.0 W7 41 coming orders for many months. st 
Retailers’ Oct. 23.3 23.2 22.0 8.1 * 5 . I +t 
Sas ee eee ee 1 Oe. 26 26 24 The number of BUSINESS FAILURES |} 6 § 
BUSINESS ACTIVITY—1—p< Dec. 17 223.3 2222 2017 1418 rose to 945 in November, up from} 2° 
(M. W. S.)—1—np. Dec. 17 286.1 284.7 252.2 1465 933 a year ago and the largest num- | 
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Latest 
A Wk. or 
DOK ‘ Sai pt hep tenis? PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PROD.—la np (rb) Oct. 142 142 126 93 ber of casualties for any November 
Mining Oct. 122 122 109 87 since 1940. However, the number of 
Durable Goods Mfr... | Oct. 161 160 139 88 businesses in operation in this country 
No: Durable Goods Mfr Oct. 128 127 WW7 89 has risen by some 35% in the past 
CARLO ADINGS—t—Total Dec. 17 715-727, 642s«é98B fifteen years and this would normally 
Misc. Freight Dec. 17 369 373 332 379 account for an increase in the number 
Md:*. L. C. | Dec. 17 59 61 60 66 of failing firms. LIABILITIES of failing 
Grin Dec. 17 46 47 46 43 firms mounted to $42.8 million in 
—_— November, a 22% gain over a year 
ELEC. 2OWER Ovtput (Kw.H.) m Dec. 17 11,602 11,426 9,909 3,266 ago. Failure of larger companies, in- 
SOFT COAL, Prod. (st) m Dec. 17 10.5 10.8 8.9 10.8 volving liabilities of $100,000 or 
Cumulative from Jan. 1_W--____ | Dec. 17 450.0 439.5 377.0 44.6 more, accounted for most of the in- 
Stocks, End Mo Oct. 71.7 71.7 70.3 61.8 crease from last year. 
PETR:LEUM—(bbis.) m é * * 

3.9 \f3} Crete Output, Daily___________| Dec. 16 6.9 6.9 6.4 4. 
jer. | Gevoline Stocks Dec. 16 160 158 152 86 The AIRCRAFT INDUSTRY received 
‘nt ie (in| Fue! Oil Stocks, —" 4) 43 52 94 $2.0 billion worth of new orders in 

Ri Heciing Oil Stocks. Dec. 16 126 134 118 55 the third quarter of 1955, a level that 
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Trend of Commodities 





Individual commodity futures followed diverse courses 
in the two weeks ending December 23. Various pro- 
posals for alleviating farm conditions are in the news, 
including “soil banks”, export subsidies and higher 
price supports. All of these plans contain serious draw- 
backs and it will take the most careful planning to 
achieve any fundamental improvement. May wheat 
closed at 204% on December 23, unchanged from levels 
of two weeks earlier. The Agriculture Department has 
estimated that this year’s winter wheat crop would 
come to 735 million bushels, compared with 705 million 
in 1955. However, drought and extreme cold remain as 
major factors in important producing areas and could 
cause big changes in the final outturn. May corn lost 3 
cents in the period under review to close at 132%. Con- 
tinued heavy liquidation of CCC stocks appeared to be 


— 


counterbalancing the effect of increased placements infy 


the Government's support program, causing traders tof 
PP prog ; 


take to the selling side. The corn-hog ratio is lower than : 


at this time last year and this tends to reduce consump.-| 
tion. Cotton has been exceptionally strong in the fort.§ 

night ending December 23 and the May option ad led) 
60 points to close at 33.13 cents a pound. This compc res 
with the low of 29.97, reached less than three morths 
ago. Large loan entries appear to be the main cause of 
the strength. These placements under the loan h ive 
already reduced free supplies considerably and scme| 
observers expect total placements to hit 7 million bo es. 

Some aspects of the cotton situation will bear car: full 


million bales of low grade CCC holdings for export 
the prospect of lower loan levels for the 1956 crop. 





WHOLESALE COMMODITY PRICES 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1955 1954 1953 1951 1945 1941 1938 1937 

High ...... 164.6 154.4 162.2 215.4 111.7 88.9 57.7 86.6 

Low  ...... 153.6 147.8 147.9 1764 98.6 58.2 47.3 546 
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Average 1924-26 equals 100 
1955 1954 1953 1951 1945 1941 1938 1937 
High ...... 173.6 183.7 166.5 2145 958 743 658 93.8 
low ..... 150.8 167.3 153.8 174.8 83.6 58.7 57.5 64.7 
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~-¢,1))The Personal Service Department of THE MAGAZINE OF WALL STREET 


) 


rvals. 
lressed envelope. 


‘elope. 


answer by mail or telegram, a reasonable number of inquiries on 
ted securities in which you may be interested or on the standing 
liability of your broker. The service in conjunction with your 
-siption should represent thousands of dollars in value to you. It 
bject only to the following conditions: 

‘e all necessary facts, but be brief. 

ifine your requests to three listed securities at reasonable 


inquire will be answered which does not enclose stamped, self- 
inquiry will be answered which is mailed in our postpaid reply 


cial rates upon request for those requiring additional service 








May Department Stores 


“Tana small investor and am inter- 
ested »» a modest investment in May 
SDept. Stores. Will you please advise 
Dhow » iy stores they operate and also 


ent sales volume, earnings, divi- 
nd outlook?” 

O. W., San Francisco, Calif. 
Th: May Department Stores 
iny, with headquarters in 
, luis, operates 10 downtown 
Sdepartment stores, located in 
pAkron, O.; Baltimore, Md.; Den- 
ver, Colo.; Los Angeles, Calif.; 
Pittsburgh, Pa.; St. Louis, Mo.; 

pSioux City, la.; Youngstown, O.; 
941 Gand Cleveland, O. It also operates 
»*° 120 branch depart t stores and 
563 20 br partment stores anc 
556 (a Shopping center. 
>) Sales of the May Department 
Stores Company were up 15.5% 
over last year’s in the third quar- 
iter and for the full year 1955 are 
Hexpected to exceed a half-billion 
Mdollars for the first time in the 
Hcompany’s history. 
| Net sales for the three months 
sended October 31st, 1955 were 
§$128,275,000, as compared with 
sales of $106,720,000 in the cor- 
‘responding period of last year. 
Net earnings totaled $4,264,- 
000, as against $3,003,000 in the 
third quarter of 1954. Earnings, 
‘after deduction of preferred divi- 
dends, were equal to 67¢ per com- 
mon share, as compared with 46¢ 
per share. Earnings per share are 
calculated on the average number 
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1937 of shares outstanding during the 
93.8 [respective periods. 

64.7 For the first nine months ended 
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October 31st, the company’s net 
sales increased by 11.3%, from 
$298,519,000 to $332,193,000. Net 
earnings totaled $8,595,000, as 
compared with $6,205,000 a year 
ago. These were equal, after de- 
duction of preferred dividends, 
to $1.31 per common share, as 
against 91¢ per share in the cor- 
responding period of 1954. 
Business conditions continue to 


be favorable for department 
stores throughout the country 
and sales during the _ holiday 


season have been satisfactory. 

Continuation of the present 
sales trend through January 31st 
will put the company sales for 
the fiscal year over $500,000,000 
for the first time. The company 
had sales last year of $444,- 
371,000. 

The company opened three new 
branch stores during the third 
quarter in Los Angeles, St. Louis, 
and Denver and these are re- 
ported as doing well. 

Consecutive dividends have 
been paid since 1911 and the 
present quarterly rate of 55¢ per 
share yields a fair income return. 


Canada Dry Ginger Ale 

“As a subscriber, please advise me 

on Canada Dry Ginger Ale as to recent 

operations, dividend payments and out- 
look.” 

G. A., Philadelphia, Pa. 

Canada Dry Ginger Ale, Inc., 

and its subsidiaries reported 

record-high earnings of $3,491,- 

040 for the fiscal year ended Sep- 


tember 30, 1955, a gain of 46° 
over the previous year’s $2,377,- 
538 income. This is equivalent 
after preferred stock dividend 
requirements to $1.72 per com- 
mon share, compared with $1.14 
in the preceding year. 

Net sales reached a new high 
of $74,259,475, compared with 
$67,362,067 a year ago. Net in- 
come before taxes was $6,709,424, 
also a record high, compared with 
$5,065,381 last year. 

Every major division of com- 
pany operations contributed to 
the overall rise. In particular, im- 
portant gains in earnings were 
made by company-operated plants 
in the United States, by the 
domestic license department and 
by the Canadian operations. 
Gains were also established in 
international activities, and_ in 
wines and spirits. 

The sales increase was attrib- 
uted partly to favorable summer 
weather, but also to the success 
of the company’s new approach 
to the market. As a result of pro- 
moting the entire Canada Dry 
line of beverages as a family, 
rather than product by product 
as before, sales of flavor bever- 
ages, such as orange, grape and 
root beer, rose sharply. 

Internationally, the company 
enjoyed a year of record-break- 
ing expansion with the opening 
of 14 licensed bottling plants in 
ten countries. In the wine and 
spirits field, sales and earnings 
increased despite an industry- 
wide decline in consumption. The 
company reports that market re- 
ception to the recently-introduced 
Canada Dry line of straight Ken- 
tucky whiskies has been “‘well be- 
yond our expectations.” 

Dividends of 85¢ per share 
have been declared this past 
year, with the latest payment of 
25¢ per share on January 1, 1956. 
Total payments for 1954 were 
60¢ per share. Prospects continue 
favorable. 

(Please turn to page 472) 
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(Continued from Page 439) 


Steel slabbing mill capable of 
rolling 20-ton ingots into 8-ton 
slabs for cold rolling weldless 
coils up to 73” in width and 692 
feet in length. National entered 
1955 with plans to spend about 
$60 million for improvement and 
expansion this year, but increased 
expenditures to near $70 million 
after deciding to go ahead with 
some projects that originally had 
been planned for 1956 which 
when completed are expected to 
contribute importantly to an in- 
crease in finished product ca- 
pacity, reduce costs and swell 
earning capacity. 

In this connection, National 
always has made a _ favorable 
comparison with other large steel 
producers in earnings as a per- 
centage of sales. Even in 1954, 
a relatively unsatisfactory year 
because of the lower sales of cold 
rolled products to the automobile 
industry and certain non-recur- 
ring conditions effecting opera- 
tions at Great Lakes Steel, 
National’s net income was 6.3% 
of net sales, and was equal to 
$4.12 a share on the capital stock. 
This showing was achieved on net 
sales of $484 million, down from 
$634.1 million in 1953 when net 
income of $49.1 million repre- 
sented 7.8% of net sales and 
earnings for the stock amounted 
to $6.68 a share. 

On the basis of 1955 first nine 
months’ figures, it is evident that 
National is again on a high earn- 
ings plateau with net income run- 
ning at about 7.4% of net sales, 
indicating earnings for the full 
vear at close to $6.50 a share. 
For the nine months, sales of 
$462.5 million were $99.6 million 
ahead of the like period in 1954, 
with net earnings making a still 
better showing, amounting to 
$34.5 million, or $4.68 a share as 
compared with 1954 nine months’ 
$19.1 million, or $2.61 a share. 

National’s postwar expansion 
has been accomplished largely out 
of retained earnings and liberal 
depreciation, depletions and amor- 
tization provisions amounting to 
more than $159 million over the 
10 years to the end of 1954. In 
that same time it has increased 
its capital stock by only $18.5 
million and its long-term debt by 
$15 million while net property 
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account has grown from $132.4 
million to $295.3 million. Mean- 
while, dividend distributions on 
the shares have increased steadily 
with payments since the 3-for-1 
stock split in 1950, being main- 
tained at $3.00 annually, except 
for 1953 when total distributions 
were $3.25 a share. This rate of 
payment has been duplicated in 
1955. 


Inland Steel Company 


Inland Steel Company, the 
third in the group, is also one 
of the outstanding so-called inde- 
pendents serving the great Mid- 
continent area. With plants at 
Indiana Harbor, and Chicago 
Heights, Ill., with a combined 
ingot capacity of 5 million tons 
which ranks Inland as the seventh 
largest of the domestic steelmak- 
ers. When current projects are 
completed, scheduled for the be- 
ginning of 1956, this capacity will 
have been increased to 5.2 million 
tons, and represent an expansion 
of approximately 2.2 million in- 
got tons since the close of 1946. 

Inland is primarily a carbon 
steel producer, making only a 
few simple alloys and no stain- 
less steels. At its huge Indiana 
Harbor Works, fifth in capacity 
among the steel plants of the 
nation, it has eight blast furnace, 
40 open hearth furnaces, coke 
ovens, chemical by-product equip- 
ment, blooming and _ finishing 
mills to convert ingots into most 
shapes and forms of steel, with 
the exception of tubular goods 
and wire. Approximately 60% of 
this output is made up of sheets, 
strip and tin plate, the balance 


being mostly bars, structural 
shapes, plates, rails and track 
fastenings. Further diversifica- 


tion is attained through its sub- 
sidiary, the Inland Lime & Stone 
Co., producer of high calcium 
limestone for metallurgical, chem- 
ical, agricultural and construction 
purposes, and another subsidiary, 
Inland Steel Container Co., manu- 
facturer of steel pails and steel 
shipping containers. 

Inland’s manufacturing sub- 
sidiaries and warehousing subsid- 
iaries annually purchase about 
15% of the parent company’s 
output while another subsidiary, 
Joseph T. Ryerson & Son, Inc.. 
is the nation’s largest chain of 
steel warehouses, having plants 
in 16 cities, and handling what 
is estimated to be the greatest 
volume of retail business in the 


steel industry. This volume grea; 
ly augments what Inland con 
mands through its strong con 
petitive position in the importa, 
Chicago and adjacent areas. 


In 1954 when the steel industry 
operated at an average of 71.1°) 
of rated capacity, Inland’s rat 
was 96.2%. Earnings, after t:xed! 
hit a new peak at $41.2 million 
This was equal to 7.74% of nel 
sales of $533.1 million. Per shar 
earnings of $7.92 on 5,215,96 
shares of common stock outstand 
ing compared with $6.90 in 195 
on 4,907,654 shares outstandin 
at the end of that year. Th 
increase in outstanding shar 
resulted from the issuance of 95, 
307 shares by exercise of em 


ployee stock options and 21: ,00@ 
shares through conversion o7 dy 
together vit 
redemption of $2.8 millior 
brought longi 


bentures which, 
mortgage bonds 
term debt down from $111) 
million at the end of 1953 to $9 
million as at December 31, 195¢ 


New records were set in th 
first nine months of this vea 
with sales, earnings, 


higher levels than for any simila 
period in the company’s history 
For the first nine months of 195 
consolidated net sales of 548 
million surpassed the 1954 simila 
period by approximately $77 mil 
lion and the 1953 volume, the p 
vious record high, by about $4 
million. On the basis of net earn 
ings for first nine months of thi 
year, it is estimated that 195 
net will be close to $8.75 a shar 
the number of which has bee 


increased by 55,752 purchased bm 
share 
issued as a result of debentuy 
reduced thi 


employees and 159,949 


conversion which 



















ingot pro 
duction and steel shipments # 





a 





debt by another $8.4 million. Ag Millic 


told, Inland’s outstanding con! 
mon or capital stock—there is nV 
preferred — was increased t 


shares Inland issued for the pu! 
chase of Arthur C. Harvey Co. 

Since the end of World War |! 
Inland’s capital expenditures fi 
improvement and expansion ha 


amounted to $282 million, includ) 


ing $45 million, a record sum fo 


any one year, for 1955 projecty 


These include, as part of the vas 
construction program at th 
Indiana Harbor Works, facilitie 
which went into operation la‘ 
October for producing wid4 


(Please turn to page 456) 
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| Millions of Americans have now seen the five all-new cars of 


THE FORWARD LOOK ’56— Plymouth, Dodge, De Soto, 


I) Chrysler and Imperial. 


pal , ‘ 

0.00 5 Their judgment and their hearts tell them: here are cars that 
; our must be wonderful to drive, to ride in, to be seen in! 

Co. |) Take a good look yourself. Compare these cars with any new 
‘ar Ig today—from any standpoint . . . in any price class. 

ar lif 

2s fi} What catches your eye first is THE FLIGHT-SWEEP—the 
n ha freshest new note in car design. From jutting headlight to 
nelude crisply upswept tail, this simple, clean line says power and 
m fo Motion! This is design that borrows from tomorrow! 
jects Look at the people driving these cars, their faces tell you 
e vas} they know they couldn’t have made a better choice! 
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THE FORWARD LOOK ‘56 


See Chrysler Corporation's Great TV Shows, 





wraps up the idea of go in one clean front-to-back sweep! 


See how they get into “Drive”—they just press a button ot 
the new Pushbutton PowerFlite! See how they go—with 
the finest new engines: more powerful, more efficient, more 
economical. See how smoothly they ride—with an all-road 
comfort in a class by itself. See how easily they stop with 
new braking systems unequaled for sureness and ease. See 
how effortlessly they steer — with Safety Touch Power 
Steering that works all the time, not part time. 








You'll see new safety too—for THE FORWARD LOOK '56 
brings you the best-made bodies and frames . . . new Life- 
Guard door latches that are the safest you can have around 
you ... and Safety Seat Belts, if you wish. 


Visit your dealer soon. In THE FORWARD LOOK °S6 cars 
you'll discover a new kind of riding and driving pleasure! 


CHRYSLER CORPORATION 


PLYMOUTH, DODGE, DE SOTO, CHRYSLER, IMPERIAL 


Shower of Stars” and “Climax!” Thursday 
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flange beams, output of which 
strengthens the company’s posi- 
tion in the important construc- 
tion industry and further diver- 
sifies its product lines. 

Current plans call for extend- 
ing the improvement and expan- 
sion program over the next three 
years with capital expenditures 
totaling close to $260 million. 
Scheduled among the projects are 
an increase in ingot capacity by 
800,000 tons by 1959; a new 
blooming mill handling 1.8 mil- 
lion tons of steel annually; and 
additional cold-rolled sheet facili- 
ties to increase capacity by 57% 
over present capacity of 850,000 
tons. Although the company has 
made no definite statement it has 
been intimated that 1956 capital 
expenditures would probably be 
about twice this year’s total which 
would make it somewhere around 
$90 million. As in previous years, 
a substantial portion of capital 
funds will be derived from re- 
tained earnings and other inter- 
nal sources, but the company may 
undertake some public financing 
as the program progresses. 

Since 1946 to the end of 1954, 
Inland’s net increase in long-term 
debt has been $40 million. In that 
same time, its net property ac- 
count has expanded from $90.4 
million to slightly more than $209 
million, a net increase of $108.6 
million or 120%, while — total 
assets have grown from $214.7 
million to $406.6 million. As of 
the end of last year, current 
assets, including $94.8 million in 
cash and U.S. Government securi- 
ties, totaling $227 million ex- 
ceeded current liabilities of $68.9 
million by $158.1 million. 

Inland’s dividend payments on 
its capital stock since the 3-for-1 
split in 1946 have, on an average, 
amounted to about 50% of each 
year’s per share earnings and in 
the last four years have increased 
from $3.00 to this year’s $4.25 
a share. 

At current market price of 
8614, the stock is selling at ap- 
proximately 10 times estimated 
1955 earnings and yielding on 
the basis of this year’s dividend 
4.9%. 

National Steel, currently priced 
at 7014, is selling at approxi- 
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mately 10.8 times 1955 estimated 
earnings. On the basis of this 
year’s total dividend of $3.25 a 
share the yield on this issue is 
4.6%. 

Armco Steel, currently selling 
around 55, is priced at about 9.8 
times estimated 1955 earnings. 
Assuming that dividends of 60 
cents quarterly will not be in- 
creased in the coming year, this 
issue at its present price yields 
a return of 4.3%. 

We consider all three issues to 
be good investments for the busi- 
ness man who desires a fair re- 
turn on funds, and is also inter- 
ested in long-term appreciation 
possibilities through the con- 
tinued growth of these companies 
in an expanding steel industry. 

—END 
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the year again showed some im- 
provement. 

Pension funds were credited as 
the major supporting factor that 
held long term issue prices rela- 
tively stable even though short 
term yields have risen markedly. 
Rapid growth of _ retirement 
plans has generated considerable 
sums seeking investment. Pri- 
vate retirement funds aggregated 
$21.1 billion at the end of 1954 
and receipts were coming in at 
an annual rate of almost $2 bil- 
lion. 

On the other hand, there was 
no similar support for near term 
credit on which most of the con- 
trols imposed by the government 
were applied. Bank buying power 
was committed to other areas 
and only toward the end of 1955 
when short term Governments 
started to pass the 2.50 per cent 
mark did corporate interest in 
these temporary investment me- 
dia perk up. Ninety-one day 
Treasury bill yields, representa- 
tive of the shortest maturities, 
pierced a 22-year high to a year- 
end level of over 2.6 per cent 
rising from as low as 1.05 per 
cent in January 1955. 


Change in Yield Relationships 
But yields have almost lost 


their relationships to time of 
maturity. Ever since the end of 
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World War II, there has been a 

shrinkage of the spread between 

yields of shorter term Treasury 

issues and those maturing in 1} 

years or longer. While the zap 

was closing slowly in the period 

from 1946 to 1954, it virtually 

disappeared last year as slort 

term credit tightened much mor 
than longer term credit. Ther? is 
considerable speculation about 
the possibility that short torn} 
rates will continue to rise and 
surpass long term rates. ‘his 
seems doubtful, however. If the 
economy slows at all, the dec ‘inl 
in demand for funds would bhi 
quickly reflected in an easin;: off 
short term interest rates. 

An equally important deve ‘op. 
ment has been the narrowin.: off 
differences in yields betv een™ 
those available on best risk isf] 
sues and those of poorer qua ity) 
Moody’s bond yield aver:gel 
show that yields on Aaa rated} 
bonds are currently about 2 
points higher than the 2.96 pe 
cent average set in 1952 whild 
medium quality bonds represent 
ed by the Baa ratings is cur 
rently near 3.60 per cent w ich 
is only 8 points above the 3.5% 
per cent of 1952. 

In other words, it might wel 
be wise for those paying for thé 
safety of debt to sacrifice som 
additional income for the extri 
protection of best quality issuel 
A yield of 3.13 per cent is avail 
able from top drawer Common 
wealth Edison 3’s of 1977 whik 
Southern Bell Telephone 314’s 0 
1989, a 34-year maturity, pay¥ 
3.20 per cent. General Motor 
314’s, maturing in 1979 posses} 
the same quality rating but, be 
ing industrial rather than utility} 
they are priced somewhat mor) 4 
conservatively and thus yiell Ye, 
3.22 per cent. : 

A shade lower in quality ar 
Aa Con Edison Co. of New York 
first and refunding 31!,,’s of 198! 





which bear a yield of 3.25 pe os 
cent. In the lower quality bond oo 
are included Ba rated Sylvani ~~ fi 
Electric Products 33,’s, whic n adc 
are selling to yield 3.50 per cen} tte 
and Pennsylvania Railroad 4! se 


per cent general obligations mé 
turing in 1981 which yield 4.1] “We 


per cent. Natior 
The investor who wants a feip becaus 
additional points of yield migif ductio 
well watch public offerings of § Marka 
new issue which fits into his por' 
folio requirements. As a rule, ! 
(Please turn to page 458) THE 
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CHARLES F. NOYES CO., INC. 


World's largest real estate 
management firm 


wed 


‘ Siatonals save us 53% annually on our investment.” 


— CHARLES F. NOYES CO., INC., New York, N. Y. 


“We manage property valued at $350,000,- 
000—a job that calls for an unusually fast 
and fiexible system of maintaining records. 
In addition to being the world’s largest real 
estate management firm, we also operate 
One of the largest real estate brokerage 
businesses. 


“We are particularly pleased with our 
National Accounting Machines—not only 
because they help us maintain peak pro- 
duction efficiency, but also by their re- 
markable operating economy. They save us 


$28,000 a year, an annual return of more 
than 53% of our investment. 


“We depend on Nationals for their great 
flexibility which permits handling, on the 
same machines, our monthly operating 
statements, income and expense reports, 
check writing, payroll recording and gen- 
eral ledger. Our operators are pleased, too, 
because with Nationals they get more done 
with less time and effort.” 


eo a Vi 


Fs >» 


Chairman of the Board 


THE NATIONAL CASH REGISTER COMPANY, payron 2, on10 
977 OFFICES IN 94 COUNTRIES 


que Gi ause Gunn Gun GED Gunn came Gn au GD 
In your business, too, National ma- 
chines will pay for themselves with 
the money they save, then continue 
savings as annual profit. Your near- 
by National man will gladly show 
how much you can save—and why 
your operators will be happier. (See 
yellow pages of your phone book, or 
write to us at Dayton 9, Ohio.) 


TRADE MARK REG. U.S. PAT. OFF. 
Wattonal 
ACCOUNTING MACHINES 
ADDING MACHINES « CASH REGISTERS 
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is necessary for the company and 
the underwriters to deliberately 
price the issue at a discount un- 
der levels prevailing for out- 
standing bonds of the same qual- 
ity and maturity in order to en- 
courage public reception for the 
issue. The discount becomes 
greater for larger issues because 
of the added difficulty in market- 
ing the additional bonds. These 
discounts tend to disappear as 
the issue becomes “seasoned” and 
moves through trading channels 
into “strong” hands of long term 
investors. 

Preferred shares offer’ the 
same principal of fixed income— 
but they also entail more risk 
since it is easier to defer divi- 
dends on preferred stock during 
periods of financial stringency 
than it is to halt interest pay- 
ments on debt obligations. Hold- 
ers of the preferred stock, as 
stockholders of a company, have 
no claim other than their divi- 
dend arrearages, and a priority 
ahead of common holders in the 
event of liquidation. The bond- 
holder, however, ranks’ with 
other creditors of the concern in 
the event of default. 

Municipal obligations, includ- 
ing turnpike issues, have a spe- 
cial appeal to investors in high 
tax brackets because of their ex- 
emptions. Thus, high quality gen- 
eral obligations have yields of 
about 2.50 per cent which is 
equivalent to a 5 per cent yield 
for individual investors in the 50 
per cent tax bracket, and even 
more favorable for those in 
higher brackets or correspond- 
ingly less favorable for investors 
in lower brackets. Certain high 
quality turnpikes offer more gen- 
erous yields of about 3 per cent 
because their promise to pay is 
backed only with the revenues 
taken in on the authority. Other 
state and local bonds issues usu- 
ally have the interest and prin- 
cipal guaranteed by the “full 
faith of the borrowing com- 
munity,” making them eligible 
for most institutional investors. 

Favorable bond influences are 
expected to prevail from now on 
for all sectors of the longer term 
debt securities markets. Allow- 
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ing for the price decline which 
has already taken place, it is be- 
lieved that little risk remains for 
investors who want safety and 
stability. While prices have al- 
ready been marked down, there 
is a good reason to believe that 
new gains will be made in the not 
too distant future. —END 
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division, for an increasingly large 
number of old freight cars must 
be scrapped by the railroads. 
About 650,000 are 26 or more 
years old, with around 384,000 of 
these actually more than 30 years 
old. Latest figures show that 
37.5% of the national freight car 
fleet is at least 26 years of age. 
Over two-thirds of the passenger- 
train cars are 26 or more years 
old. As a consequence, there is 
bound to be a resurgence of in- 
terest here, particularly in new 
lightweight trains. The Talgo can 
hardly fail to get a goodly share 
of this business. 


More Horizontal Diversity 


While the post-war diversifica- 
tion program has stressed non- 
railroad items, the efforts to 
broaden the base of income in the 
1920’s gave considerable atten- 
tion to railroading. Thus, in 1926, 
Shippers Car Line Corp. was ac- 
quired. This company, supplying 
and servicing tank cars and cov- 
ered hopper cars on lease to in- 
dustry, today operates some 15,- 
000 tank cars and produces a con- 
sistent and growing income for 
ACF. It also has a nation-wide 
organization of repair shops and 
leasing offices. 

In citing the varied and far- 
flung divisions of ACF, it is well 
to emphasize that the most im- 
portant and versatile of all is the 
American Car & Foundry Divi- 
sion, which produces such items 
as stainless steel mixing bowls, 
mine cars, castings and forgings, 
as well as railroad cars. This is 
the division that produces such 
defense items as tanks. Its air- 
craft skills have achieved promi- 
nence in the past few years since 
the first orders for fuselage aft 
sections of Boeing-designed B-47 
bombers got into production. And 
this is the division that has been 
building subway trains for more 


THE 


than a half century for London, 





New York and other metropoli- ze 


tan transit systems. 
The acquisition, in 1922, of 
Carter Carburetor Corp., which 


has plants at St. Louis and Oli- § 


ae 





% 


vette, Mo., gave ACF a vital stake © 


in the automotive industry. To- 
day, Carter is the largest maker 
of carburetors in the country, 
This subsidiary is benefiting from 
the high level of production in 
the auto field, a growing replace- 


ment business and development of | 


its line of military fuses, auto- 
motive pressure switches, fuel 
pumps and fuel filters, to cit: a 
handful of products. Chrysler is 


its top customer and the tremen.- | 


dous upsurge in the fortunes of 


that company has helped Carier, | 


which gets relatively little busi- 
ness from Ford Motor Co. or 
General Motors. The year pust 
has been the best in the history of 
Carter. 

Indeed, the fiscal year that ends 
April 30 promises to be an out- 
standing year for ACF Industries 
as a whole—although not quite as 
good as it would have been if ‘he 
steel bottleneck hadn’t develop2d. 
A measure of the improvement 
from year-ago figures may be 
gleaned from these statistics: 
For the six months ended October 
31, sales of products and services 
soared to $117,274,000, brought 
down to net profit of $3,875,000, 
or $3.09 a common share. This 
compares with $68,481,000 and 
net of $2,529,000, or $1.93 a 
share, in the first six months of 
the preceding year. For the last 
fiscal year, sales were $190,774,- 
000 and net was $6,855,000, or 


or 


$6.62 a common share, computed | 


on the basis of preferred and 
common shares outstanding at 
April 30, 1955. 

The decline in business for that 


year stemmed from a lack of 
orders for railroad equipment 
and a cutback in Goverment 


buying of some types of ordnance. 
Consolidated net, however, le- 
clined only 12% (sales were down 
22%), reflecting the higher and 
more stable earnings potential 
resulting from diversification. 


Recap Plan Adopted 


In November, 1954, — stock- 
holders approved a plan of re 
capitalization that provided each 
share of the old 7% non-cumula- 
tive, non-callable $100 par pre- 
ferred be changed into two shares 

(Please turn to page 460) 
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NITROPARAFFINS —a group of broadly useful chemicals, 
are now in full commercial production by Commercial 
Solvents Corporation. This new chemical family, 

the result of years of study and investigation, promises 
to create entirely new chemical horizons. 





Future possibilities can be foreseen by current. 
successful applications. A recent symposium 
conducted by Commercial Solvents revealed 
these striking uses: 


e Superior emulsifier for cosmetics 


e Ingredient for longer-lasting, shinier 
floor waxes 


e Plasticizers that resist alkali corrosion 


e Additive for brighter, faster dyes 
for synthetic fibers 


@ Fuels needing no oxygen for combustion 


e Essential reaction-stopper in producing 
synthetic rubber 


Experienced technical assistance is available 
to show you how the nitroparaffins and 
their versatile derivatives can be used to 
improve your present products or 

to create new products. For information 

or samples, call or write our 

local sales office. 


Sales Offices in Principal Cities 


FOR PRODUCT IMPROVEMENT 


PETROCHEMICALS - Commercial Solvents Corporation - BIOCHEMICALS 
EXECUTIVE OFFICES: 260 MADISON AVENUE, NEW YORK 16, NEW YORK 
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of $50 par 5% convertible cu- 
mulative preferred, plus $4 in 
cash. Each new preferred share 
is convertible into 1144 shares of 
common and is redeemable at 
110% of par. Each share has one 
vote, equally with the common. 
Earnings per share on the com- 
mon for the six months that end- 
ed October 31, 1955, have been 
computed on the basis of pre- 
ferred and common shares out- 
standing at the close of the half— 
221,883 shares of 5% preferred 
and 1,165,781 shares of common. 
This new capitalization has been 
used for the purposes of the year- 
earlier comparison. If all the pre- 
ferred were converted to common, 
the shares out would then total 
1,415,577. With the normal opera- 
tion of the sinking fund and as- 
suming it will remain worthwhile 
for preferred holders to convert, 
all of the preferred should be out 
of the way some time in 1956. 
The company has followed a 
liberal dividend policy. On March 
15, 1955, 75 cents was disbursed. 
On June 15, the payment was 
boosted to $1, with an accom- 
panying announcement that the 
higher dividend was not to be 
construed as a regular quarterly 
rate since important elements of 
its business (typical of the in- 
dustry) still are subject to wide 
fluctuations. Nevertheless, the $1 
rate has been maintained since 
that time. In connection with the 
aforementioned fluctuations, it is 
interesting to note that ACF has 
operated in the black in every 
year since 1940, when a nominal 
deficit was incurred, and some 
dividend has been paid in each 
year since 1951. However, net 
per common share (adjusted) 
rose from 89 cents in 1951, to 
$7.14 in 1952, to $9.18 in 1953 and 
declined to $7.93 in 1954. The ero- 
sion, as previously noted, carried 
over into last year, when the 
figure was $6.62 a share. The up- 
ward climb now is being resumed. 
Selling around 66, the common 
is priced to yield about 6%, as- 
suming maintenance of the $4 
annual payout. Not only does the 
present level appear safe, but 
there is a strong likelihood for a 
boost in 1956 in the rate or de- 
claration of an extra, although 
immediate working capital re- 
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quirements of ACF are substan- 
tial. 

ACF, second-ranking company 
in an industry that is notorious 
for its feast-and-famine habits, 
falls into the category of an at- 
tractive speculation. The com- 
pany is well-managed by an ag- 
gressive, research-minded direc- 
torate that has taken ACF into 
the unlimited-horizon fields of 
atomic energy and electronics. It 
has been demonstrated that the 
company can operate profitably 
even when railroads are contrib- 
uting as little as 29% to over-all 
volume. Now in the midst of a 
boomlet in railway equipment, 
earnings prospects for 1956 and 
1957 appear unusually good. 
While the company has not ruled 
out the possibility of acquiring 
other interests, the predominant 
feeling within the top echelons of 
the company is that the period 
ahead must be one of digestion. 
This feeling can be described as 
“like a boa constrictor that has 
swallowed a deer.” Still, compa- 
nies acquired in the past few 
years, should, by themselves, 
make a major contribution to 
raising the earnings power of the 
parent company. —END. 
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much as 5% (Gillette). However, 
the relative rapidity with which 
the 25 have sweetened the coffers 
of stockholders down the years 
makes for rather swift changes 
in such calculations. 

While the record of the past 
is not an unfailing guide to fu- 
ture action, it nevertheless can be 
said in this instance that, by and 
large, this is a roster of com- 
panies whose prospects are un- 
usually bright. Although it will 
be no simple task to equal the 
high-level performance of the 
past 10 years, each one should 
give a good account of itself in 
the years ahead. 

Indeed, the record shows that 
many have been paying dividends 
in each year since around the 
turn of the century. No less than 
16 of the 25 have been making 
payments each year for over a 
quarter of a century. A few do 
not achieve this status because 
their corporate life does not go 
back that far. In any case, there 
is no need to apologize for any 


of the entries—the record speaks 
for itself. 

For the sake of those investors 
who prefer portfolios that pro. 
vide regular monthly income, an. 
other table has been attached. It} 
includes, in addition to selections 
from the 25, a few investment.¥ 
type issues that do not qualify® 
under the title of “Repeated Divi. 
dend Increases.” However, from 
the smaller table a portfolio can) 
be put together providing divi-¥ 
dend income for each month off 
the year. s 

We call attention, once aguin,® 
to the table listing the 25 stocks, 
believing its careful study and 
retention will be of considerable 
help to the investor. Each stock} 
is the subject of brief comment # 
and those marked with an as‘er- 
isk (*) are considered to havey 
better than average potential for) 
long-time price appreciation. 

—END 
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(Continued from page 425) © 
tributing at least 2 per cent of} 
the total energy uses in the} 
United States. A similar gradual 
growth into chiefly specialized 
applications is expected abroad. 
Increased use of nuclear energy} 
will contribute to world technol- | 
ogy and progress, and this inf 
turn should bring about a greater 
use of liquid fuel. 

At present oil furnishes about 
38 per cent of the total energy re- 
quirements of the Free World. 
The activities of the companies 
making up the Jersey Standard 
organization account for 17 per 
cent of the oil business. In terms 
of volume, the Jersey companies 
provide nearly 2,500,000 barrels 
daily. In 1935, its business made 
up about the same percentage of 
the industry total but the volume 
then amounted to about 600,000 
barrels daily. 

Maintaining the underground 
oil reserves necessary to these 
operations calls for a tremen- 
dous and sustained exploratory 
effort. These reserves are the 
starting point of an integrated 
oil business, and Jersey Standard 
is searching for additional sup- 
plies wherever legal and political 
conditions are favorable and it 

(Please turn to page 462) 
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‘| TWAs SUPER-~= CONSTELLATIONS 
: NON-STOP TO EUROPE! 


Now you can enjoy the incomparable luxury of TWA’s Super-G 
Constellations to Europe — the quietest, most luxurious long- 
range airliners in the skies! On TWA’s First-Class flights you'll LONDON 
find spacious, comfortable sleeper seats at no extra fare. They’re PARI yg 
roomy enough for “over-six-footers”. .. and they stretch way out 
at the touch of a lever for uncramped, relaxing sleep. 

In the beautifully decorated “Starlight Lounge” you’ll meet 
interesting fellow passengers . . . enjoy refreshing drinks. And FRANKFURT 
what wonderful food awaits you! You'll be delighted by piping- ROME 
hot, de luxe meals, graciously served by attentive hostesses. One stop from New York 

With TWA’s Discount Fares you can make it a combination 
business-vacation trip — bring the whole family along at amaz- 
ing savings. For reservations, see your TWA travel agent or call 


TWA, Trans World Airlines. 
Fly the finest... nv tWA 


TRANS WORLD AIRLINES 


&.S.4.- EUROPE-AFRICA-ASIA 


NEW SERVICE, NEW LUXURY, NEW SPEED... 


Non-stop from New York 
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believes there is a reasonable 
chance of success. By an accident 
of geography, or geology, the 
better oil fields are often found 
in the world’s more remote and 
inaccessible areas. This naturally 
adds to the costs of exploration 
and production. Affiliates of Jer- 
sey Standard are looking for new 
production in such widely scat- 
tered places as northern British 
Columbia, Libya, the Philippines, 
France, and eastern Peru. 


Distribution of Expenditures 


In common with the rest of the 
oil industry, the greatest part of 
Jersey’s capital and expenditures 
program is spent on exploration 
and production. Of the $1.2 bil- 
lion representing the projected 
1956 investments of consolidated 
affiliates and its share of the pro- 
grams of non-consolidated com- 
panies, about half will go for ex- 
ploration and production. The re- 
mainder will be divided about 
equally between refining opera- 
tions on the one hand, and mar- 
keting and transportation on the 
other. This same general break- 
down among operating activities 
holds true for the expenditures 
to be made in the major geogra- 
phical regions. 

Of the $1.1 billion in expendi- 
tures planned by the consolidated 
affiliates of Jersey Standard, 
about 43 per cent, or $475 million, 
will be spent in the United States. 
This country ranks as the world’s 
greatest oil consumer and prob- 
ably will continue to hold that 
position for many years, although 
its already highly developed econ- 
omy is expected to show a more 
moderate rise in oil consumption 
than many foreign areas. Jersey 
Standard’s forecasts indicate that 
by 1975 the United States con- 
sumption will have increased by 
60 per cent over the approximate- 
ly 8,300,000 barrels per day used 
in 1955. 

Jersey Standard’s principal 
affiliates in the United States are 
Humble Oil & Refining Company, 
owned 87 per cent, and The 
Carter Oil Company and Esso 
Standard Oil Company, both 
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owned 100 per cent. Next year’s 
expenditures in the United States 
will be used for further explora- 
tory and development work by 
Carter and Humble. Esso Stand- 
ard will continue to modernize 
its refineries, improve marketing 
facilities, and expand in the pe- 
trochemical field. Among its other 
activities, Humble is participat- 
ing in the expensive development 
of production in the offshore 
areas. Carter is planning to en- 
large its secondary recovery 
work in Illinois and to expand its 
marketing operations into the 
Pacific Northwest. 

Including the United States 
total, about $950 million will be 
invested next year by the Jersey 
Standard organization in the 
Western Hemisphere where ap- 
proximately two thirds of its 
total business is conducted. In 
Canada, Imperial Oil Limited is 
owned 70 per cent by Jersey. To 
Imperial goes the credit for in- 
augurating the present intensive 
development of production in 
Western Canada. This was the 
result of Imperial’s Leduc dis- 
covery which was made in 1947 
after a long and discouraging 
search during which $23,000,000 
was spent. It is expected that 
fast-growing Canada _ will in- 
crease its oil consumption two 
and a half times by 1975. Imper- 
ial plans to keep abreast of this 
growth by large investments in 
producing, refining, and distribu- 
tion facilities. 

Another region of great prom- 
ise in its potential for oil con- 
sumption is Latin America. With 
a rapidly increasing population, 
industrialization, and rising liv- 
ing standards, it is likely that 
use of oil in Latin America will 
be nearly three times greater 20 
years hence. For Jersey’s Latin 
American affiliates to share in 
this increased business, heavy in- 
vestments will be called for in 
all branches of operations. 


Jersey Standard is represented 
in Venezuela by Creole Petroleum 
Corp., 95 per cent owned. Inter- 
national Petroleum Company, 83 
per cent owned, has important 
operations in Peru and Colombia, 
and other affiliates do business 
elsewhere. One field of expansion 
in Latin America will be in addi- 
tional refining capacity. New or 
enlarged processing facilities are 
being build at Cartegena in Co- 
lombia, Amuay Bay in Western 
Venezuela, and Havana, Cuba. 
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Outlay for Near East 


In the Eastern Hemisphere! 


total expenditures of consolidate; 
and _non-consolidated Jerse 


Standard affiliates in 1956 willl 
amount to about a quarter of :f 
billion dollars. This investmeny 


reflects the large increase in ojj! 
requirements that the compan) 

expects in this part of the world 

Naturally these expectations ar 

based on reasonably stable 2¢0. 

nomic and political conditions 
Although the outlook may appear! 
discouraging at times, it seem = 
that progress is being mad» j 

this direction. 


The use of oil in Western Ew: op: 
has surged ahead at a tremen: ou; 
rate in recent years, and fur he 
sharp growth in the futur» j 
indicated. By 1975 Jersey St:ind. 
ard looks for Western Euro e's 
oil consumption to be two aid: 
half times what it is now. Th 
company’s affiliates in this re;:iony 
are making large investments fof 
expansion in response to his 
trend. An important illustration 
is Esso Petroleum Company, | td.J 
in the United Kingdom. ‘his! 
company recently contractec tif 
supply large amounts of heavy} 
fuel oil for power generation in} 
Britain and is planning to en} 
large the capacity of its facilities 
at Fawley to meet this need. [| 


The search for oil productioz! 
within Western Europe itself has} 
met with encouraging resuilts 1 
particularly in France wher 
Jersey Standard’s French affiliate 
made a significant discovery tw 
years ago. However, despite thi§ 
and other exploratory efforts, if 
seems likely that the Middle Has 
will continue to supply most 0! 
the requirements of Wesier! 
Europe. Jersey Standard’s pro 
jections indicate that Middle Kasf 
oil output may have to be double 
by 1975 if it is to satisfy onhf 
Western Europe’s future needs 
While the Middle East’s presen! 
reserves are extremely large, |! 
is obvious that it will be neces 
sary to carry out further develop: 
ment and provide additional fe- 
cilities. Jersey Standard’s inter 
ests in this region consist of | 
30 per cent share of Arabia! 
American Oil Company, near! 
12 per cent of Iraq Petroleur 
Company, and 7 per cent of the 
company formed in 1954 to re 
sume large-scale operations 1! 
Iran. Elsewhere in the Easter! 

(Please turn to page 464) 
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Standard Oil of New 
Jersey’s Expansion 
Program for 1956 





(Continued from page 462) 


Hemisphere, Jersey Standard is 
represented through its 50 per 
cent interest in Standard Vacuum 
Oil Company, which does _ busi- 
ness in Africa, Australia, and 
the Far East. 

The general goal in Jersey’s in- 
vestment program throughout the 
world is to grow as the oil busi- 
ness grows. The competitive na- 
ture of the industry demands that 
costs be kept as low as possible, 
and the uncertainties inherent in 
the business require that the in- 
evitable risks be spread as widely 
as possible. As for financing Jer- 
sey Standard anticipates that 
each affiliate as far as possible 
will provide the funds it needs 
out of depreciation plus retained 
earnings. The parent company’s 
present healthy financial condi- 
tion should allow it to meet the 
demands for money from those 
affiliates unable to finance their 
own expansion. The only outside 
financing it contemplates will be 
in the case of certain affiliates 


which will borrow marginal 
amounts of capital, mainly in 
Europe. —END 





Foreign Trade Shifts in 1956 
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giving them away as charity 
(private welfare agencies tripled 
their shipments during the first 
half of 1955) or economic aid, or 
by selling them against local cur- 
rencies of dubious value, much to 
the consternation of Canada, 
Denmark and other food export- 
ing countries. Stripped of char- 
ity, barter, and special sales, our 
agricultural exports would prob- 
ably show faltering results in 
world markets. Certainly our 
present farm policies have been 
gradually pricing such key ex- 
ports as cotton out of world 
markets. Ten years after the 
First World War our cotton ex- 
ports brought in some $920 
million, or some 18 per cent of 
the total exports that year. In 
1955, ten years after the Second 
World War, our cotton exports, 
despite considerably higher 
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prices, will probably bring in 
around $550 million or less than 
4 per cent of our total exports. 

Hence most of the increase in 
exports will probably again be 
concentrated — as it was in 1955 
— in sales of non-agricultural 
products. In this respect the 1955 
trends may be indicative of what 
will happen in 1956. As will be 
seen from the accompanying 
table based on 8-month results, 
there was an across-the-board in- 
crease in exports of all major 
groups and commodities in 1955, 
the only exceptions possibly be- 
ing petroleum products and tex- 
tile manufactures, which reflected 
the growth of refining facilities 
throughout the Free World and 
the growing competition in in- 
ternational markets for textiles 
from India, Japan, and Hongkong. 

Exports of motor vehicles and 
parts, chemicals, wood and 
paper, nonferrous metals, and 
ferro-alloys may be expected to 
establish new records in 1955. 
Exports of steel mill products 
were lifted to the unprecedented 
annual rate of $750 million by 
especially heavy steel scrap 
shipments __ reflecting _—record- 
breaking steel production abroad. 
Exports of machinery, metal 
manufactures, and coal were also 
higher than in 1954 but still be- 
low the peaks established during 
the Korean war period. 

Increased competition may, of 
course, affect some of the above 
export products in 1956. In view 
of restrictions on spending in 
some countries and the growing 
competition of European car 
manufacturers, American motor 
vehicle exporters will be doing 
well if they export in 1956 as 
much as they did in 1955. Much 
the same may be true for ex- 
porters of chemicals. On the 
other hand, coal and steel mill 
products, which will be needed 
to overcome a continuing bottle- 
neck in European industrial ex- 
pansion, may do still better in 
1956. Machinery and metal man- 
ufacturers may also be expected 
to expand despite British and 
German competition. 


Who Will Buy Our Goods? 


More difficult to foresee than 
the 1956 make-up of our export 
trade is the probable destination 
of our expanding exports. 

Canada, which like the United 
States is in the midst of un- 
precedented business boom, is 


"" 


bound to increase her purchase 
here of all types of capital and 
consumer durable goods as wel} 
as of steel mill products an 
chemicals. Our sales to Latiy| 
America may increase modesth 
in 1956, unless the political situa.f 
tion in Brazil and Argentina im. 
proves sufficiently to permit the! 
extension of loans and credi's ti} 
them and subsequently he: vier! 
exports. In general, there cay/ 
be no real progress in these tw 
key Latin American coun ne 
until they face up to ne ‘ded| 
postwar adjustments and dea! 
sternly with internal inflaticn. 
Western Europe, which ha_ be. 
come our largest export ma ket,| 
far ahead of Canada and | a 


America, will probably also -ake 
more of our goods. At the same 
time, however, it may be we | t 
remember that our export sur. 
plus with Western Europe is nov | 
running at the annual rate of} 
$1.8 billion, as against only a pout 
$600 million in 1953. Europe wil 
have to earn these dollars by sell- 
ing us more services and by ob- 
taining more dollars from tird 
countries. 
Some of the Near Eas‘en 
countries, such as Iraq, Kuwait,| 
and Saudi Arabia may also buy! 
more of our consumer durables 
and capital goods. On the other 
hand, our normal deficit with the 
Overseas Sterling Area, which 
includes India, Ceylon, Malaya, 
Australia, has been reduced, and 
an increase in exports is likely 
only if we buy more of _ its 
products. Much the same is true 
of the non-sterling countries of 
Asia, particularly the Philip- 
pines, which have restricted thei 
dollar purchases to the raw 
materials and equipment needed 
in their economic development 
—END 
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THE MAGAZINE OF 


(Continued from page 433) 


There is yet another measure 
of this giant, one that is of over- 
riding interest to investors, and 
that is its position in the auto- 
motive industry. For a_ half 
century Ford has been 1-2-3 in 
this pivotal industry. Prior to 
1927, the ‘“‘Flivver,” or Model T, 
made Ford the top producer of 
passenger cars and trucks. The 
leadership, seized more than a 

(Please turn to page 466) 
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Use 
this key 
to unlock 
larger 
——.._—siproffits 





Success in management today means improved 
methods of communication. Royal McBee machines, 
methods and systems should be high on the list of 
implements which activate your facts and figures. 


How? Perhaps with the excellence of every “Royal” 
typed letter leaving your office. Or possibly with 

the custom-designed and timely McBee operating 
report which reaches your desk in time to capitalize 
on opportunity, or rectify a fault. 


Either or both—American businessmen are finding 
that Royal McBee machines and 
methods are unlocking larger profits 
... helping to curtail costs. 











SUMMARY OF RESULTS 








Three Months Ended October 31st 1955 1954 


Income from Sales of Products 


Services, etc. ............... " $22,782,404 $17,362,971 








Net Profit after Depreciation but 
before Federal Taxes on Income $ 3,132,697* $ 654,820 


Provision for Federal Taxes on In- 











_____ Rea pene eset re-set 1,565,360 335,653 
Net Profit after Depreciation and 

Provision for Federal Taxes on 

EE occ dea ccoaannudaad $ 1,567,337 $ 319,167 
Earned per Share—Common Stock. $1.10 $ .17 


* Note: Includes non-recurring income of $378,644, 
resulting from an award in litigation. 


(Subject to year-end adjustments and audit) 





ROYA L MSBEE CORPORATION 


2 Park Avenue, New York 16, N. Y. 
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quarter-century ago by GM, was 
never recaptured. Indeed, there 
was a long period of years in 
which Ford trailed Chrysler. As 
recently as 1946-1951 (except for 
1950), Ford was third in unit 
factory sales of passenger cars. 
A few years ago Ford regained 
the runner-up spot, with no sign 
that it will relinquish the po- 
sition. 

Last year, GM accounted for 
about 50% of the passenger-car 
market, Ford 28% and Chrysler 
17%. The remaining 5% was 
divided among the so-called inde- 
pendents. Back in 1941, when the 
“pie” was less than half of the 
current product, GM had 47% 
of the total, Chrysler followed 
with 24%, Ford was third with 
18% and the independents had 
11%. 

To Henry Ford II, president 
of the company and grandson 
of the founder, must go major 
credit for pulling the Ford 





empire out of the tailspin into 
which it had gone in the declin- 
ing days of the elder Ford. Prior 
to the postwar period, the 
company was operated under a 
highly centralized management, 
with policy and operation respon- 
sibility centered largely in the 
chief executive position (Henry 
Ford, that is). Management has 
been decentralized under young 
Ford. Operations now are con- 
ducted through 16 divisions, each 
of which, subject to the direction 
and control of the board of direc- 
tors and the executive committee, 
operates with its own manage- 
ment and staff. A central staff 
operating under the chairman of 
the board and the president has 
been established for advisory and 
policy-making purposes, and to 
perform other functions for the 
company as a whole. Chairman 
of the board is Ernest R. Breech, 
a former GM vice president. 


Ford Enters New Era 


The company has undergone 
many changes, of course, since 
it was founded with a cash in- 
vestment of $28,000 back in 1903. 
But even greater changes im- 





less than a minute... 





“Justas Fastas We Can” 


That’s about all any broker can promise when you ask 
about speed of execution on your market orders. 


Because it all depends. Depends on the facilities avail- 
able ...on how busy the market may be... on how quickly | 
your broker can complete the trade. 


So we don’t claim any speed records, either. 


Still we do complete lots of coast-to-coast transactions in 
do know that here in New York 
your order is flashed by phone or wire direct to the floor 
of the Exchange—direct to the Merrill Lynch representa- 
tive nearest the post where your stock is traded. 


It’s a system that’s geared to save time, increase efficiency 
—is one that we think you'll find satisfactory. 


Like to try it? Just come in, or call— 


Merrill Lynch, Pierce, Fenner & Beane 
70 Pine Street, New York 5, N. Y. 


Offices in 108 Cities 
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pend for this company, whose 
founder had an abiding hatred§ 
of Wall Street. There is no need! 
to recount here the efforts of the 


elder Ford to obtain finance 
capital in Wall Street and hoy 
he turned eventually to his cea). 
ers to bail him out. 


Of more than biographica’ ip. 
terest, however, is the chi: nge 
that is certain to stem from the 
presence of thousands of stock. 
holders who will be making the 
inevitable comparisons vith 
other firms inside and outside the 
industry. The Foundation s ock 
offering, for one thing, bids fair 
to uncover the largest cro) of 
“virgin stock buyers” in his or 
— purchasers of as few as five 
shares. Nor are they likely t > be 
less avid for dividends than | irge 
stockholders. 

As a family enterprise, I ord 
finances were dominated b~ 4 
policy of plowing back an over. 
whelming share of profits nt 
expansion and improvement 
That was how the _ spraw ing 
River Rouge plant, once the core 
of Ford operations, was finan :ed, 
In this fashion, the tremenc ous 
expansion of Ford was _ hani(lled 
during these postwar years. [he 
company now must keep stock- 
holders happy — investors ‘vho 
may not take kindly to a_ pay- 
as-you-go principle which entails 
passing up fat dividends with 
incidental erosion to stock values. 
And the company is not unmind- 
ful of this new situation, as the 
promised dividend of 60 cents for 
the first quarter of 1956 shows 
all too plainly. Ironically, it was 
the Plowback Vs. Dividend policy 
that led the late Henry Ford to 
buy out his partners back in 
1919. He wanted to build a stee! 
mill on the land where the River 
Rouge dumps into the Detroit 
River. Instead of building such 
a plant, some of the stockholders, 
the Dodge brothers among them, 
thought the money ought to be 
paid out to shareholders. 


A Handicap Eliminated 


Where the elder Ford had to 
deal with a handful of stock- 
holders, the grandson will have 
to cope with hundreds of thou- 
sands eventually. But he and the 
shrewd men around him cat 
easily turn this situation to their 
considerable advantage. For GM 
and Chrysler with their hundreds 
of thousands of _ stockholders, 


THE MAGAZINE OF WALL STREET 








ha\ 
con 
hol 
con 
sho 
var 
f 
aut 
to 
pet 
Its 
tle 
low 
con 
tior 
by 
cut 
ret 
wit 
car 
ind 
dep 
for 
7 
sult 
veh 
line 
tote 
abo 
195 
out 
uni 
div 
uti 
195 
hist 
pas 
nur 
dec 
no 
dre 
ney 
pas 
rec 
dis} 
195: 
bac] 
pect 
solv 
mod 
poul 


that 
cal ¢ 
aval 
th dU 
rath 
than 
henc 
curr 
that 
cars 
late 
othe 
agai 


JAN! 













‘hose 
.tred 


reed | 


t the 
ance 

how 
clea). 


’ in. 
onge 
the 

t ock. 
r the 
vith 
« the 
= -ock 
fair 
1 Of 
= ory 
five 
t > be 
| rge 


I ord 
iy @ 
Over: 

nt 
nent 
v ing 

ore 
ned, 
iC Ous 
riled 

Che 
tock- 

vho 
pay- 
ails 


with} 


ues. 
nind- 
3 the 
s for 
hows 
was 
Olicy 
rd to 
k in 
steel 
River 
troit 
such 
ders, 
hem, 
o be 


id to 
tock- 
have 
thou- 
d the 

can 
their 
» GM 
lreds 
ders, 


REET 











have had, until now, a sizable 
competitive advantage in share- 
holders who patronize their own 
company. Widespread ownership 
should give Ford equal ad- 
vantage. 

And Ford, as well as other 
automotive producers, comes up 
to 1956 in need of every com- 
petitive equalizer it can obtain. 
Its xeck-and-neck years-long bat- 
tle with GM for first place in the 
low-priced field has been a major 
contributor to the wild produc- 
tion race in the industry, marked 
by overtime in factories, price- 
euttng and “bootlegging” by 
reta | dealers who are glutted 
with cars, the easiest credit to 
ear-ouyers in the history of the 
industry and forcing old-line in- 
dependent producers to combine 
for heir own preservation. 

Tue hectic pace of 1955 re- 
sulted in about 9,225,000 motor 
vehicles coming off assembly 
lines, a 40% rise from the 1954 
tota. and more than a million 
above the previous record, set in 
195). The 1955 passenger-car 
output totaled about 8 million 
uni‘s. Remainder of the total was 
divided among trucks, buses and 
util'ty vehicles. Not only was 
1955 the biggest year in the 
history of the industry, but the 
passenger-car output equaled the 
number produced during the 
decide from 1910 to 1920. It is 
no wonder, then, that as the year 
drew to a close the stockpile of 
new cars awaiting customers 
passed the 710,000 mark, a 
record for that time of year. The 
disposal of about 325,000 new 
1955 models, included in the 
backlog, is a problem that is ex- 
pected to take several months to 
solve. Meanwhile, the 1956 
models are accumulating as they 
pour from factory to dealer. 


Another Sales Deterrent 


There has been a lot of talk 
that 1957 cars will feature radi- 
cal changes, making the cars now 
available “obsolete.’”’ Uncounted 
thousands of Americans would 
rather wear high button shoes 
than drive an “obsolete” car, 
hence this talk is not helping 
current sales. There is even talk 
that the 1957 “out of this world” 
cars will be on the market by 
late summer, which is yet an- 
other factor that could militate 
against current sales. 

Thus, for the investor con- 

(Please turn to page 468) 


JANUARY 7, 1956 












Almos, 


CVery a... 
‘gc Y America 


ah benefits every day 





ae 

















~ BORG-WARNER 


With 32 Divisions and Subsidiaries . . . with 42 plants and 3 specialty 
steel mills turning out hundreds of different products for many 
essential industries . . . Borg-Warner serves almost every American 
every day. 

Borg-Warner products ride the highways in 19 out of 20 makes 
of passenger cars .. . fly the skyways in commercial and military 
aircraft .. . till the soil on every leading make of farm implements 
. . . Keep house with home equipment and appliances . . . help 
guard the nation with guided missile, jet engine and rocket com- 
ponents. And today Borg-Warner is increasingly active in the chem- 
ical, electronic and petroleum industries. 


Throughout the history of Borg-Warner, “design it better—make 
it better” has been the guiding principle. To continue this challeng- 
ing tradition, extensive new research facilities are under construc- 
tion, and production facilities are constantly being expanded. 


In the years ahead, Borg-Warner’s strict adherence to this prin- 
ciple will mean more and better products touching the life of almost 
every American every day. 


SEND FOR BORG-WARNER PRODUCT INDEX 


A complete cross-reference of all B-W divisions, subsidiaries and 
products serving the automotive, aircraft, agricultural, marine, home 
appliance and military fields and related industries. An invaluable 
listing for all executives. For a free copy, address: 

Borg-Warner Corporation, Dept. MW, P.O. Box 1119, Chicago, Ill. 








BORG-WARNER 
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sidering purchase of the Ford 
stock it is well to remember that 
more must be taken into account 
than the tremendous achievement 
of a single company. Ford, which 
has nothing like the widespread 
diversification of the GM octopus, 
would feel most keenly a lean 
period of car sales. Incidentally, 
the prospectus accompanying the 
stock offering, frankly enough, 
has alluded to production cut- 
backs already placed in effect. 


Assuming it is offered in the 
low 70’s, the stock would seem 
to be amply priced for the time 
being. There are no connotations 
of a bargain, although the Page 
One, television and radio pub- 
licity is certain to elicit bids 
from people who will buy the 
name as they would the product 
— without looking at the works. 
Any chance that it might have 


been offered on the _ bargain 


counter was eliminated by the 
certainty that it would attract 
“free riders’ and_ speculators 
trying to make a fast turn in the 
stock. These elements were not 
a negligible factor in the decision 
to revise upward by 47% the 
total number of shares to be 
offered by the Foundation. 

As far as the investor is con- 
cerned, the risk of disappoint- 
ment would appear small as long 
as no miracles are expected. Ford 
is a company with a great history 
that stands today at a higher 
peak than ever before. It should 
be an even better one, now that 
it is responsive to the great 
stock-owning community. 

Many experienced investors, 
planning to take a long-term 
position in Ford stock, are pre- 
paring to employ the dollar- 
averaging method. That is to say 
they expect to subscribe to the 
offering and to purchase addi- 
tional shares in the event of a 
substantial reaction. This, of 
course, presupposes that the 
necessary cash resources will be 
available to investors who see its 
advantages. 








The use of sulphur—a traditional barometer of the nation’s 
economy—reached a new record in 1955. Consumption by 
U. S. industry and agriculture of this versatile raw material 


was about 10 percent above 1954. 


Freeport Sulphur Company—producer of crude sulphur 
since 1912—is well prepared to meet the rising demand. 
Our expansion program—which has brought into produc- 
tion four new mines in as many years—has greatly increased 
our productive capacity and our proven underground 
reserves. And this expansion is continuing. Plans for the 
development of a fifth new mine are under way, and ex- 
ploration for other possible deposits is continuing. 


This record of achievement means an assured source of 


supply to our customers in the years ahead. 


FREEPORT SULPHUR COMPANY 
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depreciation charges in most 
cases will either be lower than 
1955’s or no higher. The shift te 
jet transports will be costly in 
capital outlays; but it will not 
begin until late 1958 and wil! be 
spread over a considerable pe “iod 
of time. Moreover, present indi- 
cations are that it will be fina ced 
by long-term borrowing, at lvast 
by the leading companies, 01 a 
readily manageable repayn ent 
basis, rather than by equity o; 
preferred-stock financing. Anver- 
ican and Eastern have alread, 
arranged long-term insurance. 
company loans to facilitate the 
change to jets. These two stocks 
and United Air Lines remain the 
most suitable long-term spec:ila- 
tions in the group. 


United Shoe Machinery 


Formerly for many years a 
Blue-Chip favorite particulsr) 
of New England investors, the 
stock of this biggest maker of 
shoe machinery is at 54 in a 
range, since 1937, of 9614-351). 
Earnings were $2.95 a share in 
the fiscal year ended last Febrv- 
ary 28, well under the long-term 
average. Dividends are on a 
$2.50 basis, against maximums 
of $4 to $4.25 paid in some pre- 
war years. Under an anti-trust 
decree the company has had to 
give up certain activities of no 
great importance in its over-all 
profit picture; and has had to 
give customers the option of leas- 
ing or buying its machinery. 
In the fiscal quarter ended Au- 
gust 31 profit from operations 
showed a year-to-year rise of 
nearly 80% to $1.03 a share, and 
capital gains on old machines 
sold came to 80 cents a share, 
bringing the total to $1.88 a 
share, from 58 cents a_ year 
earlier. Future capital gains over 
a period of time could be spec- 
tacular, but are impossible to es- 
timate. Over-all profit for the 
year ending February 28, 1956, 
is likely to be in the vicinity of 
$5 or more a share. It seems only 
a matter of time for the stock 
to get back to at least a $3 divi- 
dend. Yielding 4.6% on the pres- 
ent basis, the potential for appre- 
ciation appears to be substantial, 
the risk relatively low. —ErND. 


MAGAZINE OF WALL STREET 


so 








com 
trac 
mar 
prot 
pric 

, 


try 
gro\ 
add 
bers 
imp 
dru; 
for 
cope 
east 
in f 
ove 
mat 
vel 
out 
spe 
rea 
wh 


not 


—kf 
enj 
Tot: 


Vani 
ver \ 


utili 
maj 
mac 
abo! 
sha 
peal 
equi 
stea 
tric 
buil 
furt 
stru 
sior 
belc 
plic 
tor) 
def 
the 
Eat 
elec 
are 
mes 
trie 
ing 
wal 
for 


lool 
pov 


JAI 














—— 


Prospects For Leading 
industries 
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competitors. There follows a pro- 
tracted period of intense rivalry 
marked by price-cutting, reduced 
profits and, generally, lower stock 
prices. 

On an over-all basis, the indus- 
try must be catalogued as a 
growth field. Population rise is 
adding substantially to the num- 
bers of aged and infant—both 
important consumers of ethical 
drugs. Commercial opportunities 
for antibiotics in agriculture, to 
cope With plant and animal dis- 
eases and to speed growth, are 
in f.r a sharp increase. Best gains 
over the long term should be 
mace by those companies that de- 
velop and introduce new products 
out of research, either superior 
specialties to replace those al- 
reaiy on the market or for use 
where effective treatments are 
not now available. 


KLECTRICAL MACHINERY 
—Electrical machinery producers 
enjoyed a banner year in 1955. 
Total output of the industry ad- 
vanced somewhat more than 10%, 
to a level slightly in excess of the 
very satisfactory 1953 volume. 

Capital outlays of the public 
utilities industry, which is a 
major market of the electrical 
machinery manufacturers, rose to 
about $4.6 billion in 1955, or a 
shade better than their former 
peak in 1953. Communication 
equipment sales continued their 
steady annual rise; sales of elec- 
trical devices and supplies for the 
building industry evidently rose 
further with the increase in con- 
struction activity, radio-televi- 
sion had its best year yet (see 
below). And the broadening ap- 
plication of electronics to fac- 
tory and office controls, and in 
defense development, added fur- 
ther to the industry’s market. 
Earnings records of the major 
electrical manufacturers for 1955 
are excellent, despite intense do- 
mestic competition in major elec- 
trical equipment (at times reach- 
ing the dimensions of a price 
war) and intensive bidding by 
foreign manufacturers. 

For 1956, the industry’s out- 
look is even brighter. Both the 
power and communications equip- 

(Please turn to page 470) 
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In BaO’s 
LAND OF BIG OPPORTUNITIES 


Today’s industry count in B&O’s Land of Big 
Opportunities is ample proof of industry’s confi- 
dence in the area... . and 500 million dollars more 
invested this year in new and expanded plants 
and equipment underscores area importance for 
you. B&O has SITES to SUIT! See them on the 
ground... or at your desk in 3-dimensional color 
and airviews. 
B&O Plant Site men are located at. 
Baltimore 1 Phone: LExington 9-0400 
New York 4 Phone: Digby 4-1600 Cincinnati 2 Phone: DUnbar 1-2900 
Pittsburgh 22 Phone: COurt 1-6220 Chicago 7 Phone: WAbash 2-2211 


Baltimore & Ohio Railroad 


Constantly doing things—better ! 
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ment markets should be better 
than in 1955, and price competi- 
tion in these industries should 
take a more normal color. De- 
fense awards in the field of mis- 
sile control and anti-missile de- 
tection and destruction systems 
should begin to approach volume 
proportions; electronic data proc- 
essing is also rising in volume. 
The industry’s construction spe- 
cialties, on the other hand, are 
not likely to exceed 1955’s tre- 
mendous volume, and radio-tele- 
vision sales may be considerably 
lower. 

Underlying a very bright earn- 
ings prospect is the industry’s 
tremendous year-end backlog, and 
the fact that prices prevailing at 
year-end are both higher and 
more stable than in 1955. By all 
odds, net incomes of large electri- 
cal manufacturers should be con- 
siderably above the very high 
levels of 1955. 


GENERAL MACHINERY — 
Producers of general-line machin- 
ery had a good but not tremen- 
dous year in 1955, mainly because 
of a slow start. In machine tools, 
packaging machinery, and general 
industrial machinery, the rate of 
ordering did not reach boom pro- 
portions until the end of the first 
quarter, and production did not 
fully recover from the 1954 re- 
cession until well into the second 
quarter. The second half of the 
year, however, has witnessed a 
sharp further advance in these 
industries. Output has advanced 
much more rapidly than in the 
first half, new orders have con- 
tinued to run ahead of output, 
and at year-end the industry can 
face the new year with a very 
heavy volume of business already 
on the books. This recovery is the 
more remarkable since it owes 
nothing to the accelerated amor- 
tization program which boosted 
machinery production in 1953 to 
an historic peak. 

For 1956, the outlook is uni- 
formly excellent for the first half, 
and perhaps well into the last 
half. However, by early 1956 ma- 
chinery production and deliveries 
are very likely to catch and pass 
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' © thou. 
the ordering rate, and backlogs) 


will probably begin to diminish, ® ; 
This is particularly true of ma. 
chine tool producers, whose la. 


tent plant capacity is lerge 
enough to produce at a consicler. 
ably higher rate in coming 
months. (The present limita’ ion 
on machine tool production js 
skilled labor, not plant faciliti:s), 
New orders in the industry now 
appear to have flattened out at 
about the peak levels experien zed 
in 1953, and further gain in the 
volume of incoming business ap. 
pears unlikely. 

All of this is consistent v ith 
an extremely satisfactory ezrn- 
ings picture for machinery | ro- 
ducers in 1956. Their own  -ff- 
ciency was. greatly increased 
during the 1954 shakeout, : nd 
machinery prices are now ©C)n- 
siderably higher than they w>re 
in 1954 or 1953. But as with 
other sensitive industries revicw- 
ed here, the trend of volume ind 
earnings at year-end is likely 
to be more or less downward. 


TV—RADIO—MOVING PC- 
TURES—For the TV-radio in- 
dustry, 1955 was evidently an 
all-time peak. It is not likely to 
be equalled in 1956. 

In 1955, radio-television pro- 
duction surpassed 1954 by about 
15%, and was about 10% above 
the previous peak in 1953. (Pro- 
duction of other appliances— 
washers, ironers, refrigerators, 
dishwashers, etc.—which are also 
produced by the radio-TV com- 
panies, showed a gain over 1954 
of about 20%. 

The great gain of radio-TV dur- 
ing 1955 occurred, of course, in 
automobile radios for installation 
in new cars. This accounts for 
the tremendous increase in total 
radio production—from about 10 
million in 1954 to over 13 million 
in 1955. Home radio sales were 
also up somewhat from 1954, but 
most of the growth was in clock- 
radios and other novelty types, 
including some increase in the 
new transistor portables. Stand- 
ard home radio sales, which are 
now only a small part of the total 
radio market, increased moder- 
ately. 

Production of television sets in 
1955 evidently totalled close to 
8.5 million, by far the largest on 
record, and about 10% _ better 
than 1954. (The previous peak of 
about 7.5 million was in 1950.) 
This volume was done predomi- 
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though for the first time there 
was significant volume in the 24- 
inch size. The merchandising of 


' color-TV yielded very few sales, 


but the approach of color sets at 
reasonable prices apparently did 


' not deter customers from buying 


black and white sets. 

Despite intense price competi- 
tion, earnings of the radio-TV 
producers on this tremendous vol- 
ume were very satisfactory in- 
deed thanks to the efficiencies of 
high volume and the increased 
mechanization of electronics pro- 
duct on. (A few large set manu- 
factirers converted to printed 
circuits in their 1955 models, and 
othe’s will doubtless change over 
in tne near future.) Earnings 
fron radio-tv were also heavily 
augriented by high volume in 
pho: ographs, FM-radios, records, 
and so-called hi-fi, multi-speaker 
equi pment. 

F r 1956, the outlook, in so far 
as sles and earnings is concern- 
ed, is not nearly as good as 1955, 
principally because it is highly 
unli <ely that 1955’s volume, which 
was achieved through a substan- 
tial growth in instalment credit, 
can be duplicated. In fact, by the 
late months of 1955 there was al- 
reacy a growing body of evidence 
tha: the credit market for these 
and other appliances (including 
ever: automobiles) had been seri- 
ous'y weakened by the personal 
debt burden. Earnings for 1956 
are very likely to be moderately 
below 1955 in all segments of the 
industry except those specialty 
producers who sell to the luxury, 
non-credit market. 

In 1954, motion picture admis- 
sions rose slightly—to about $1.3 
billion—for the first time since 
1946. While reliable figures are 
not yet available for 1955, indica- 
tions are that the uptrend has 
continued, and perhaps acceler- 
ated, and there are good grounds 
for arguing that television, which 
was mainly responsible for the 
serious decline of theatre receipts, 
is no longer a serious threat to 
the earning power of motion-pic- 
ture producers, at least for the 
next several years. In many re- 
spects, such as the leasing of old 
films, the two media are now co- 
operating in ways that should 
bolster the motion picture indus- 
try’s earning capacity. In addi- 
tion, most of the heavy experi- 
mental expenses associated with 
the development of wide-screen 
techniques are past, and overseas 
production, with its concomitant 

(Please turn to page 472) 
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“THE COUNTREY MOST OVER GROWNE WITH PYNES” 
.. «iS Still rich in resources for your plant 


CAPTAIN JOHN SMITH 
Virginia in 1608 “the 
over growne with pynes.’’ That year, the 


countrey most 


Colony exported “pitch, tarre, clapboard 


REPORTED from PLUS FACTORS FOR YOUR PLANT range 


from conservative Southern manpower to 
a mild, no-shut-down climate. You’re cen- 


tral to the East Coast, with favorable rail 
rates to Mid-west markets. 





and waynscot’’...items 
still on the modern list. But 
today Virginia forests have 
reared new industries of 
which Captain John never 
dreamed. 








Farmeiie 
*  sourwsioe vincinia 7" 


Chase City 


A host of truck lines, plus 
five main-line railroads, 
bring coal, chemicals, soy- 
beans and other materials 
at short-haul cost. 











AMPLE LOW-COST ELECTRICITY 





CHEMICALS, CARTONS, 

RAYON as well as furniture and paper now 
roll from Southside Virginia’s modern 
plants. If you, too, can profit from abun- 
dant, nearby supplies of resin, fiber, pulp, 
lumber . . . you will find many other advan- 
tages in this new industrial area. 


flows from VEPCO’s modern power network. 
yenerating capacity in 1955 was stepped 
up by 300,000 kilowatts, with 300,000 more 
authorized and ready soon. For more facts 

. and confidential help with your indus- 
trial home hunting, write or telephone 
VEPCO—serving THE TOP OF THE SOUTH. 


VIRGINIA ELECTRIC and POWER COMPANY 


Walter I. Dolbeare, Vice President—Area Development 
Electric Building, Richmond 9, Virginia * Phone: 3-4261 
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Prospects For Leading 
Industries 





(Continued from page 471) 


tax advantages, is benefitting 
earnings statements. While the 
industry is far from out of the 
woods that television led it into, 
its prospects for 1956 are good. 
It might be added that adjust- 


AN UNBROKEN 
RECORD OF 


dividends 


ABBOTT LABORATORIES 
NORTH CHICAGO, ILLINOIS 


Manufacturing Pharmaceutical 
Chemists since 1888 


LISTED 
1929— Midwest Stock Exchange 
(formerly Chicago) 
1937—New York Stock 
Exchange 
1949—San Francisco Stock 
Exchange 
NO BONDED INDEBTEDNESS 
SHARES OUTSTANDING 
10/31/55 
Common Stock 
3,738,970 shares 
4%, Cumulative Preferred Stock 
99,955 shares 


DIVIDENDS PAID* 


1.95 

1.95 €1951—rights to 

1.85 buy preferred 

1.80 @1949—2-for-1 stock 

3.25 lit 

240° 

2.88 @1946—2-for-] stock 
split and rights 

2.20 $1944—rights 

2.00 


*On basis of total number of shares 
outstanding at the close of each year. 
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ment or even general recession 
in economic conditions would 
have little direct impact on the 
motion picture industry, and 
might actually have a beneficial 
effect over the short term. Ex- 
perience in earlier recessions sug- 
gests that entertainment outlays 
of this type are highly resistant 
to declines in income. —END. 


(Note: The second section of 
this review of leading industries 
appears in the succeeding issue.) 
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Answers to Inquiries ~ 





(Continued from page 453 


Liquid Carbonic Corp. 

“IT subscribed to your magazine carl 
in 1955 and find it quite informa: in 
Will you please furnish recent earn ng; 
data on Liquid Carbonic Corp., wor ing 
capital position and prospects over «om. 
ing months?” 

C. D., Pittsburg, Ca 

Liquid Carbonic Corp. is one 
of the largest domestic producers 
of carbonic gas and dry ice. In. 
dustrial gases are also produ ed, 

Net earnings for the fi:cal 
year ended September 30, 1955 
amounted to $3,311,014, an_in- 
crease of 20% from $2,840, 248 
in the previous year. 

Earnings were equivalent t 
$3.04 per common share, based 
on 1,009,986 shares outstanding 
at the close of the fiscal year. This 
compares with prior year earn- 
ings of $2.77 per share, based on 
933,155 outstanding shares. 

The company paid cash d vi- 
dends totaling $1.55 per share. as 
against $1.40 in the 1954 fiscal 
year. Directors had approved an 
increase in the regular quarter 
dividend rate from 35¢ to 50¢ at 
the October board meeting. 

Net sales for the year wer 
$43,928,485, compared to $51, 
356.089 in the previous year. 

The company attributed the 
difference to the lower sales vol- 


ume of the former Durable Goods | 


Division, disposed of June 1, 1955. 
As a result of the disposition, 
substantial losses sustained in 
this division, which included both 
bottling machinery and contract 
manufacturing of defense prod- 
ucts, will be eliminated in the 
future. With plant machinery and 
real estate still to be sold, the 
company estimated that total net 
cash to be realized from the dur- 
able’s disposition program will 
exceed $15,000,000. These funds 
would materially strengthen the 
company’s working capital and 
make it possible to proceed with 
further expansion and diversifi- 
cation in the compressed gas and 
chemical fields. 

New industrial uses for com- 
pressed gas products have not 
only improved volume potential, 
but are resulting in market diver- 
sification which tends to level out 
the historical seasonal fluctuation 
in sales. 

(Please turn to page 474) 
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¢F investment campaign for 1956 has just 
started with the release of two opportunities, which 
re rare. indeed, in this market 
ynusually strong special situations. By acting now. 


. and represent 


you can share in the profit and income from these 
new selections. 


A DYNAMIC GROWTH STOCK 
10% Under its 1955 High 


4n inlustrial giant of the future in a —— 
phase of expansion today. A leader in research, it 
is growing through profitable new products, suc- 
cessfu' acquisitions and plant additions. Outstand- 
ing managerial ability has given it a diversified 
stake n such prospering fields as basic and miracle 
chemicals, petrochemicals, staple and wonder 
drugs. rocket engines, aluminum, paper, jet planes. 
Earnivgs are rising strongly with the first three 
quarters of 1955 showing a 20°, increase, so the 
35° yield is widely covered and could be in- 
creas‘. Finances are sound with current assets 
4.1 times current liabilities. AN EXCEPTIONAL 
OPPORTUNITY FOR CAPITAL BUILDING. 


AN INVESTMENT BARGAIN 
Yielding 5.5% 


Above-average dividends are broadly covered by 


osteadily rising 1953-54-55 earnings (up 23% in 
the first 9 months of 1955). A top company in its 
 feld--—-managementis capable and experienced—and 


the balance sheet is impressive with current assets 
46 times current liabilities. A true investment 
bargain, this issue is selling 20 points below its 
1946 high—despite the fact that 1955 dividends 
are $1.15 more and earnings are running 20°, 
above those of 1946. A retarding outside influence 
iswearing off and this fine stock is materially under- 


wo Rare Opportunities To Buy Now 


priced in relation to its quality, 5.5‘, return and 


sound enhancement prospects for the year ahead. 


Further Opportunities To Emerge 


will give the 
huying signal when promising stocks are truly 
undervalued in light of bright 1956 prospects. 
And . over the months ahead as further excep- 
tional opportunities emerge at bargain prices 


In our coming Forecast bulletins we 


we will round out our invested position in out 


3 supervised investment programs, including 


¢ High-grade securities stressing safety. as- 
sured income - sound enhancement 


¢ Dynamic Stocks for Substantial Profits 
with Higher Dividend Potentials 


e Strong Low-Price Situations for Large 


Percentage, Longer-Term Gains 


Each week. too, you will receive our Bulletin, keep- 
ing you a step ahead of the public, on the outlook 
for market—the action of the 46 
major stock groups prospects for business 
latest Washington news ... as well as current trend 
signals given by the Dow Theory by 
famous Supply-Demand Barometer. 


the securities 


and oul 


ENROLL NOW—GET OUR LATEST ADVICES 


—our counsel on your present holdings. 


Send your subscription today, so you will receive 
our prompt buying advices on our 2 


situations. 


With your order, list of your present 
security holdings (12 at a time). Our staff will 
analyze them promptly and counsel you which to 
retain—which to sell to release funds to buy our 
new and coming recommendations. 


new special 
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— SPECIAL OFFER—Includes one month extra FREE SERVICE eee a ae ee a: 
Joday. THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
S ecial Offer I enclose [) $75 for 6 months’ subscription: [) $125 for a year’s subscription 
p (Service to start ut once but date as officially beginning 
one month from the day you receive my payment.) 
: MONTHS' SPECIAL MAIL SERVICE ON BULLETINS 
SERVICE $75 Aw Mas: ( $1.00 six months: [) $2.00 00 Telegraph me colicct im apuctpauen oF 
,~ year in U.S. and Canada. important _—— ~~ 3 — . Wher 
pecial Deliverv: () $5.2uU six months to buy and when to sell... when to es 
12 MONTHS’ $125 45 $10.40 one year. pand or contract my position 
SERVICE SE LEE SEE al oe ee Pr Pet eee ee Ue REL cP RRE OUEST Seen ders eee eae 
pS TE ee Se ae ORR ee ee ene ere ep OE SO eT ee EE Tee eT ee 
Complete service will start at City 
once but date as officially be- S 
State 
sinning one month from the day - , , 
vour check is received. Sub- Your subscription shall not be assigned at ist “ & to 12 of your securities for owe 
«riptions to The Forecast are any time without your consent. initial analytical and abvlesey report. | 
dedi:ctible for tax purposes. + . 
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T. ROWE PRICE 
GROWTH STOCK FUND, 
INC. 


OBJECTIVE: Long term growth 


of principal and income. 


OFFERING PRICE: Net asset 
value per share without 
addition of any sales load 
or commission. 

Prospectus on request 


Dept. G « 10 Light St. ¢ Baltimore 2, Md. 

















A regular quarterly dividend 


of 30c per share has been de- 
clared by Daystrom, Inc. Checks 
will be mailed February 15th 
to shareholders of record Janu- 
ory 27th. 


DAYSTROM, INC. 
GZ ELIZABETH, N. J. 


ZY Blectrical and 
electronic products 





Modern furniture 











CONTINENTAL 
Cc CAN COMPANY, Inc. 


At a meeting of the Board of Directors 
held on December 21, 1955, a distribu- 
tion in the form of a stock dividend 
of 100% on the common stock of this 
company was declared payable Febru- 
ary 15, 1956 to stockholders of record 
at the close of business January 10, 
1956 

LOREN R. DODSON, Secretary 
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(Continued from page 472) 


During the year, the company’s 
consolidated capital expenditures 
amounted to $4,857,287. A $1,- 
500,000 carbon dioxide plant in 
Oakland, Cal. was opened in Sep- 
tember — the largest complete 
manufacturing facility in the in- 
dustry on the West Coast. The 
Houston, Texas carbon dioxide 
plant was modernized, with ca- 
pacity doubled. 

The company’s financial posi- 
tion appears strong. Working 
capital was $19,065,031, with a 
ratio of current assets to current 
liabilities of more than four 
to one. Prospects over coming 
months appear favorable. 


Walworth Company 

“T am already a subscriber and would 
be grateful if you would help me with 
late information on Walworth Com- 
pany, giving recent sales volume, earn- 
ings and dividends, and outlook.” 

K. J., Clearwater, Fla. 

Walworth Co. is the second 
largest manufacturer of valves 
and fittings, pipe tools. It also 
distributes plumbing and seam- 
fitting lines manufactured by 
others. 

Walworth Co. reported a sharp 
increase in consolidated net in- 
come in the first 9 months of this 
year. In the period to September 
30th, net income, after all charges, 
advanced to $1,702,699, equal to 
$1.19 a share on the average num- 
ber of common shares outstanding 
during the period. This contrasts 
with a net loss of $233,019 in the 
first 9 months of 1954. 

Sales of the company in the 
current 9-month period increased 
to $35,041,610 from $28,069,057 
in the comparable period a year 
ago, a gain of $6,972,553, or 25%. 

In the third quarter of this 
year, net income, after all charges, 
amounted to $768,581. This was 
equal to 48¢ a common share on 
the average number of shares 
outstanding and compares with 
a net loss of $260,212 in the Sep- 
tember quarter of last year. Sales 


for the 3 months were 70% 
higher, totaling $13,464,420, 
against $7,907,810 in the 38 


months to September 30, 1954. 
Sales were affected during Sep- 
tember, 1954, by work stoppages 
at three principal plants of Wal- 
worth. 


THE 


Sales and income figures fy 
the third quarter of 1955 and fot 


M. & H. Valve & Fittings Co. f 
August and September anc th 
Alloy Steel Products Co. for Sep. 
tember. Walworth completed 
October the acquisition of S uth. 
west Fabricating & Welding ( 
Inc., Houston, Texas. 

In connection with the acc uisi. 
tion of these three business:s a 
an integral part of Walwe cth’ 
expansion and diversification pro. 
gram, the company issued a ‘ota 
of 483,039 shares of con mo 
stock. A total of 1,841,797 :om. 
mon shares of Walworth are noy 
outstanding. 

Management feels that th: in/ 
tegration of these three ‘om. 
panies into Walworth’s ove r-al 
operations will be of future sub. 
stantial benefit. The indicate 
annual sales of Walworth an | its 
subsidiaries have increased ‘: ron} 
$42,000,000 to in excess of ‘ 60- 
000,000. The company believes its| 
expansion and diversification oro 
gram to date, created sales op-| 
portunities in profitable marke 
areas without the necessity of 
incurring heavy capital expendi-| 
tures for new manufacturing in-| 
stallations and special equipn ent 

Current quarterly dividend is 
20¢ per share. No dividends were 
paid in 1954. 


H. J. Heinz Company 

“IT am one of your present subscrib- 
ers and would like to receive late i- 
formation in regard to H. J. Hein: 
Company, particularly as to new lines 
earnings, etc.” 

M. H., Sandusky, Ohi 

H. J. Heinz and its subsidiaries 
process and pack an extensive line 
of food products sold under the 
trademark: “57 Varieties’. Its po- 
sition is well entrenched, its past 
record is characterized by stabil- 
ity of earnings, dividends and 
market price. Further improve 
ment is expected in view of ag- 
gressive merchandising policies 
and expansion in new lines. 

H. J. Heinz Co. established an 
all-time sales record of $234,179, 
207 for its 86th fiscal year, which 
closed April 27, 1955. Last year’s 
sales were $220,632,934. 

Net income for the year in- 
creased 57% to $8,782,324 from 
$5,585,676 for the previous year. 

The company continued to pay 
quarterly dividends on the com- 
mon stock during the year at an 
annual rate of $1.80 a share. This 
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marked the 44th consecutive year 
Jin which dividends were paid on 
*the common stock. 


q 


| Earnings per share were $5.02 











7 7 jas compared to $3.12 per share 
Ser! ja year ago. After the payment of 
& 4 dividends, a total of $5,433,029 
South ¥8S transferred to surplus. This 
e Co, amounted to $3.22 per share of 
common stock. 
= The outlook for fiscal 1956 con- 
_ . | tinues promising, 
4 th: In »ddition to its United States 
2 ia business, the Heinz Co. operates 
: ian subsic iaries in England, Canada 
~ and \ustralia, with the firm’s 
“a inter: ational headquarters locat- 
‘a ed in Pittsburgh. 
Th. company’s recent entry in- 
h» int to th field of geriatrics with its 
ome 2° “Senior Foods” for older 
76 really POOP! represented an important 
> sub?! 1 the new-product field. This 
ic ated 2eW, [ine will be market-tested 
nl it in Cincinnati, Ohio and St. Peters- 
ron Ure Fla., and then later on ex- 
60. tended to the rest of the country. 
oe it Also of importance during the 
1 orap Sear Was the national introduc- 
. op tion \f Strained and Junior Meats 
a ket pack d in glass containers, which 
Hoff Sain 1 rapid consumer accept- 
xendi.f ance and now ranks among the 
i firm most promising varieties. 
i In Great Britain, Heinz sales 
nd ish Ce ded those of the previous 
weep Sear by 28% in volume and by 
24% in value. The increase in 
| tonnage was the highest recorded 
in the company’s history. A new 
_| factory is being constructed in 
7 - Lancashire, England, and the fac- 
Heint ry should be in production by 
lines} September, 1957. Plans also have 
been made for expansion of fa- 
Ohio} cilities at the company’s factory 
ariesf at Harlesden. 
= linef The Canadian company experi- 
r thef enced another record-breaking 
‘S po-F year, both in profits and sales. 
pastf> During the past year, Heinz 
fabil-f introduced 24 new Baby Foods 
and varieties in Canada, bringing the 
rove-f total number of varieties to 88. 
f ag-§The Australian company com- 
liciesf pleted the year with the largest 
business volume in history, con- 
d anf tinuing the improvement indi- 
179,-§ cated last year. Sales increased by 
hich} 18°¢ over 1954. A new factory is 
ear’s} Nearing completion and is expect- 
ed to be in full production soon. 
in-f Che quarterly dividend is 45¢ 
‘rom | Per share 
vear.{ , Consolidated net sales for the 
pay} X months to October 26, 1955 
-om- | Were $128,740,122, net after taxes 
t an} 2@mounted to $5,380,391, eaual to 
This $8.10 per share based on 1,688,- 
897 shares outstanding. This com- 
REET 
JANUARY 7, 1956 








pares with the corresponding 
period in the preceding year, 
when net sales were $116,639,067, 
net after taxes $4,534,686, equal 
to $2.59 per share. 


Julius Kayser & Company 


“T hear that Julius Kayser & Com- 
pany is expanding its operations 
through acquisitions, ete., and I would 
appreciate receiving late data on the 
company and include working capital 
position and book value per share, etc.” 

E. L., Santa Monca, Cal. 


Julius Kayser & Company, 
manufacturer of lingerie, hosiery, 
gloves and ladies’ accessories, re- 
ported net sales of $43,203,620 
for the fiscal year ended June 30, 
1955,—an increase of 122° over 
1954 sales of $19,426,711. Onerat- 
ing results and special items, 
after provision for Federal taxes 
on income, totaled $602,992, con- 
trasted with a loss of $388,379 in 
the previous year. The company 
showed an increase of working 
capital to $16,472,757, contrasted 
with $11,141,027, the previous 
year, an increase of 48%. 

The book value of Kayser’s com- 
mon stock as of June 30, 1955, 
was $17,661,928, contrasted with 
$16,366,507 the vear before, an in- 
crease of $1,295,421 or approxi- 
mately 8°. Book value per share 
on the 650,000 shares outstanding 
at the end of the year under re- 
view was approximately $27.17 
per share based on the 650,000 
shares outstanding, whereas at 
the end of the preceding fiscal 

(Please turn to page 476) 
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the Geneva Conference in July. 
Unfortunately, the subsequent, 
but not surprising, double-cross 
by the Kremlin nullified the good 
effects of the President’s gener- 
ous offer. 

From the above recital, it is 
clear that U.S. diplomacy must 
be reviewed and _ strengthened. 
With the Soviets constantly 
working towards an_ effective 
world policy—none-the-less effec- 
tive, because of its spurious 
sponsorship of ‘peaceful  co- 
existence’—it is time that this 
threat was met by real initiative 





by our government in world 
affairs, instead of by the hesita- 
tions and uncertainties which 


marked last year’s efforts. —END 
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BOOK REVIEWS 


“Big Enterprise in 
A Competitive System” 


By A. D. H. KAPLAN 

Big business has been reinforced by 
public behavior and suspect by public 
opinion for over half a century. Eco- 
nomic theory has stressed the monop- 
olistie aspects of bigness. but few in- 
vestigations have examined the evidence 
of the role of big business in the com- 
petitive enterprise system. That is the 
purpose of this volume. 

This is an orientation volume, based 
on several years of research into the 
structure and performance of big busi- 
ness. The study reviews both the 
measures of bigness and the practices 
of big enterprise. It concludes that we 
need a more realistic conception of the 
place of big business in modern society. 
It also finds that we require a more 
realistic concept of competition for the 
cuidance of public policy. 

Brookings Inst. $4.00 
Economics and Public Policy 
Brookings Lectures—1954 
By 
Arthur Smithies. Josevh J. Spengler, 
Frank H. Knight, John Jewkes, 
Jacob Viner, Lionel Robbins 

These lectures discuss economics and 
its application to policy problems. They 
examine, in turn, economic welfare as 
an objective of policy, the contribution 
that economic theory may make to 
public policy, the central place of free- 
dom, order, and justice as objectives in 
a changing world, the economist’s re- 
sponsibilities, the relevance of inter- 
national trade theory, and a further 








examination of the relation between 
freedom and order and their policy 
implications. 


Economics and Public Policy is in- 
tended for students of business and 
government as well as for economic 
specialists. 


Brookings Inst. $2.00 
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year, with 603,800 shares out- 
standing, book value of each share 
was approximately $27.11. 

The fiscal year under review— 
75th year of Kayser’s history— 
was the first full year under the 
present management and_ had 
seen a number of important ac- 
quisitions and realignments. 

In September, 1954, Kayser ac- 
quired assets of the Diamond 
Hosiery Corp., makers of Fruit- 
of-the-Loom fine nylons. In early 
1955, Kayser obtained 100% own- 
ership of Catalina, Inc., one of 
the world’s leading producers of 
swim - wear, sportswear and 
sweaters. This successful enter- 
prise was an important factor in 
the company’s improved position 
during the past year. 

After the close of the fiscal 
year, Kayser acquired the busi- 
ness, trade name, trade-marks, 
goodwill and certain assets of the 
Holeproof Hosiery Co. The inte- 
gration of Holeproof into Kayser 
should be very beneficial. 

In acquiring Holeproof, Kay- 
ser secured a group of seasoned 
and talented executives, plus ex- 
cellent facilities for the manu- 
facture of tricot fabrics in its 
underwear plant at Halleyville, 
Alabama. Since production of this 
equipment plus that at Bantam, 
‘onn., acquired last year, is be- 
lieved sufficient to provide antic- 
ipated needs for all divisions, 
Kayser has been enabled to dis- 
pose of its tricot plant at Foun- 
tain Inn, S. C., in which approxi- 
mately $2,500,000 was utilized in 
fixed assets and working capital 
which will now be available to 
the company for other operations. 

During the year, the comvany 
also acquired the Guttman-Meyer 
Glove Co., integrating it into a 
new division called Diamond 
Glove Corp. In July, 1955, after 
the close of the fiscal year, Kayser 
also acquired the Sherman Under- 
wear Co. 

In order to capitalize fully on 
expanding opportunities, the com- 
pany proposes to sell additiona! 
shares of common capital stock, 
offering these to present stock- 
holders on basis of one share at 
$20 a share for each five shares 
held. 

The last dividend was 25¢ per 
share on January 5, 1954.—END. 
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Economic Comparison: 
West and East Europe 





1. In virtually all basic industrial 
products, Western Europe still 
outproduces the East, includ- 
ing Russia, by a substantial 
margin. 

The combined output of Russia 
and the satellites ranges from 
less than 50% of Western Eu- 
rope’s production of such con- 
sumers’ goods as zine and cement 
to 75% of Western Europe’s pro- 
duction of steel and coal. (Produc- 
tion of petroleum in the West in- 
cluding the overseas territories is, 
however, only slightly above East- 
ern output. Production. of copper 
is substantially less than in the 
East.) 


2. Per capita production of con- 
sumer goods is even more in 
the West’s favor as a larger 
gross output is divided among 
a population of 6 percent smal- 
ler than in Russia and the 
satellites 

Not only is the present level of 
production favorable to the West 
but it is also maintaining its lead 
better than in the heavy indus- 
tries. The relatively slower rate at 
which the Communists have ex- 
panded the consumer industries 
is evidence that the much-adver- 
tised “welfare” economics have 
not yet been geared to serve the 
population. 


3. Mechanization of agriculture, 
as evidenced by production of 
farm tractors, has proceeded 
at a faster pace in the West 
The breakneck pace of indus- 

trialization in Russia and the 
satellites has so far neglected 
agriculture as well as industrial 
consumer goods. This is demon- 
strated not only by production 
figures but also by Malenkov’s 
own report on investments. In- 
vestment in agriculture and light 
industry from 1929 to 1952 total- 
ed 166,000 million rubles, or only 
one-fifth of the investment in 
heavy industry and transporta- 
tion. 

For all of its talk of farm 
mechanization, Russia has only 1 
tractor for 400 hectares of arable 
land, compared with 1 to 156 hec- 
tares in France. In most of the 
satellites the ratio is even lower: 
1 to 620 hectares in Rumania, 1 
to 764 in Poland, 1 to 860 in Bul- 
garia. 

On the other hand, these factors 


are not in Western Europe's fy, 
vor: 
1. Over the past 25 years th 


East has greatly narrowe 
Western Europe’s margin , 
industrial superiority 

Of the 18 industries reviewe 
in this study, the East raised jx 
volume of output relative to th 
West in all but 2 (petrcley 
production did not expand as fay 
as in the overseas territorivcs ¢ 
Western Europe, and _ trict 
production also fell behind rele. 
tively). On the whole, the rv cor 
of the past 25 years would seen 
to indicate that the Eastern « ou. 
tries have reduced by about one. 
half Western Europe’s leai | 
heavy industries and by perhap 
one-quarter its lead in consiime 
industries. 

2. The East’s relatively grvate 
progress in production 6 
heavy goods confirms its en 
phasis on expanding 71 dw. 
trial capacity. 

Communist planning has no 
hesitated to squeeze consume’ i 
order to enlarge capital produc. 
tion. That this has created ar. un. 
balanced industrial structure, by 
Western standards, is very evi- 
dent. But so far dictatorship ha 
not felt compelled to pay much 
more than lip service to consum- 
ers. Large promises and modes! 
increases in supplies for the pub 
lic may be the rule in the future 
as in the past. In that case, prior. 
ities will insure the further rapii 
development of the basic indus. 
tries. Within the next quarter 
century, Eastern Europe in com. 
bination with Russia could thu 
exceed Western Europe’s capac. 
ity to produce—for development 
or for war. 

3. The expansion of consume 
goods production in the East 
even though small compare 
with heavy industry, gain 
significance by contrast to th 
past and to any evidence 0! 
relative stagnation in othe 
countries 

In the eastern countries, living 
standards have been so low that 
even small increases in supplies 
can be used to create an impres:- 
sion of significant progress. The 
Russian Communists have from 
the start recognized the value 0! 
the promise of a “golden future.’ 
In Western Europe, the total 
product for the consumer is stil 
considerably larger, but it has 
changed relatively little in the 
past 25 years. —END 
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PROFITABLE 1956 


(Important... To Investors With $20,000 or More! ) 





A First Step in Your Program for a 


eeceoeeeeeeceece & 


eoeoeeeeeeeeeoeeeeeeeeeeee eee ee eee 


RY this experiment! Imagine that all your securities were sold yesterday. 
Today you have nothing but their cash value. 


Then ask yourself, “Should I repurchase my former holdings as offering the most 
outstanding prospects for safety, income, profit—or could all or part of my funds 
be used more profitably in the coming year? Should I invest my cash now?” 


Some investors who test their lists honestly find that they are holding securities for 
unsound reasons: (1) because they dislike to take losses even in weak issues; (2) 
because they like to see issues on their list which show a profit. even though the 
future has been discounted; (3) because they are sentimentally attached to inher- 
ited securities, or shares of acompany for which they work; (4) because they feel 
that they might have difficulty in deciding upon a replacement: (5) because they 
are worried about taxes resulting from security changes: (6) procrastination. 


Today there is no need to hold unfavorable investments which may be retarded 
in 1956, or those where dividends are in doubt. Selected issues are available 
which offer a substantial income. a good degree of security and dynamic growth 
prospects if your purchases are strategically timed. Many are undervalued as 
measured by earning power, capital assets and 1956 potentialities. 


\s a first step toward increasing your income and profit in 1956 we suggest that 
you get the facts on the most complete. personal investment supervisory service 
available today . . . to investors with $20,000 or more. 


Investment Management Service is designed to help you to own shares of com- 
panies that will PACE THE NATION’S GROWTH .. . leaders in electronics. 
aerodynamics, “push-button” production . .. prime beneficiaries of the dual war- 
peacetime future of the atom. With our counsel you can share in huge profits to 
flow from our coming network of “throughways”. the St. Lawrence Seaway and 
other vast projects .. . from the host of new products. metals, chemicals, tech- 


niques... ALL WITH DEEP INVESTMENT SIGNIFICANCE. 


Full information on Investment Management Service is yours for the asking. Our 
rates are based on the present value of securities and cash to be supervised—so if 
you will let us know the present worth of your account—or send us a list of your 
holdings for evaluation—we shall be glad to quote an exact annual fee... and to 
answer any questions as to how our counsel can help you to attain your objectives. 


INVESTMENT MANAGEMENT SERVICE 


A division of THe Macazine or Watt Street. A background of forty-eight years of service. 


90 BROAD STREET NEW YORK 4, N. Y, 





You can feel the progress which is taking place throughout the state 


of New Jersey. 


It’s almost a contagious sort of feeling, spreading through industry, business, 


commercial establishments and new housing developments. 


There is still plenty of room to grow in New Jersey, the Crossroads of the East. 
And Public Service is keeping pace with this growth by building and 

expanding our electric and gas facilities. With one new $100,000,000 generating 
station under construction at Linden, the company recently announced plans 


to build another station costing approximately $129,000,000 in Bergen County. 


Never have we attempted to gaze into a crystal ball. But 1955 was 


wonderful and we see no reason why 1956 will not follow the same pattern. 


Every yardstick indicates that 


New Jersey’s leadership will be 


maintained in the years to come. P UBLIC SERVICE 











